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When business- 
people don't see 
IT as a strategic 
partner, they pay 
a price. And so 
does the business! 
It doesn't have to 
be that way. 





••4 



BY STEPHANIE OVERBY 



DOUBTERS I 

LIEVERS 



At KeySpan, VP of IT Frank La Rocca 

discovered that "the business 
had lost faith in IT." To restore it, 
he launched a campaign to make 
IT'S good works more visible. 
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PREEMPTIVE SECURITY IS HERE: 



Wake up! 

PREEMPTIVE PROTECTION WILL 

secure 



YOUR FUTURE. 




Proventia ESP (Enterprise Security Platform) from ISS stops Internet threats before they impact your business. With intrusion 
prevention and vulnerability assessment products and services, Proventia ESP reduces your overall risk and helps assure 
regulatory compliance and business continuity. Only ISS keeps you ahead of the threat with preemptive protection for your 
entire enterprise. Download a free white paper at www.iss.net/ESP/CIO, or call 1-800-776-2362. 



NETWORK & HOST INTRUSION PREVENTION I VULNERABILITY MANAGEMENT I 
©2005 Internet Security Systems Incorporated. All rights reserved. 
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When it comes to on demand business, tlie'T's have it. Your business can 
benefit in real and meaningful ways thanks to the on demand IBM eServer'" 
iSeries'" system. Don't just take our word for it. There are lots of reasons 
midsized businesses everywhere have simplified their business processes 
with the iSeries systems. Here are a few of them: 

as in integrc 

Greif, a world leader in industrial packaging, has experienced substantial 
growth through acquisitions. Their iSeries servers helped them simplify 
an increasingly complex IT infrastructure. Consolidating on iSeries 
servers helped them significantly reduce their IT infrastructure costs. 

The USTA uses an iSeries server to run distinct applications simultaneously 
on a single server, simplifying management of apps that previously 
ran on three different servers. This lets them post real-time scores to 
USOpen.org, which Is viewed by millions of fans around the world. 

a.s in ideal. 

Bank l^andiri, in Indonesia, needed to simplify their systems after 
merging with four different institutions. Now a single iSeries 840 
handles nearly seven million accounts at 788 branches. 



as in impressive. 

The Asian Art Museum, in San Francisco, simplified business 
operations, increased staff productivity and enhanced the overall visitor 
experience with the help of iSeries servers, which will be remembered 
throughout the ages as helping keep operation costs low. 

Why now? One word. Simplify. You have complex business demands; the 
last thing you need is a complex IT environment. Enter the IBM eServer 
iSeries system. It's a single integrated solution (server, storage and software) 
for midsized business that helps you be more responsive, run thousands of 
the world's most powerful business applications and run multiple operating 
environments from a single server' This can help reduce the number of 
servers you need. This can help reduce the labor required to manage them. 
And this can help reduce internal costs. So you can invest those savings to 
fuel growth. Find out what iSeries customers everywhere are so excited 
about at ibin.com/eserver/whyi 




r. "WAN YWAR.E •" 



We brought the power of the network to the copiei 
And the potential of another day is realized. 



on paper or over the network, imagine what you 



could accomplish with your day. With Canon's 



atest addition to the imageRUNNER* line, every 
ay's potential can be realized. With the new 
mageRUNNER 4570, Canon gives you another 
novative solution to seamlessly integrate the 
aper world with the digital world. And the 
ageRUNNER 4570 can be tailored to 
eet your business needs. In other words, 
en you choose the new imageRUNNER 4570. 
u choose to work the way you need to. 



Not business as usual 



com 1-800-OK-CANON 



Canon 




KNOW HOW 



DON'T LET 
SPYWARE 
SABOTAGE YOU 
ENTERPRISE. 

The next threat is no threat with Trend Micro. 

Expose and eradicate spyware with Trend Micro's Enterprise-class, multi-level, 
anti-spyware solutions. They're the only solutions that block and clean at the gateway — 
the most effective point of control. Trend Micro. *1 global leader at the gateway and 
industry pioneer. Whether it's a virus, worm, spyware, or spam, we've got you covered. 

For a FREE evaluation and IDC whitepaper, 
go to www.trendmicro.com/spyware 




ntent 

JL^/l/2005 , VOL/18 NO/16 



CUNA Mutual Group CTO Rick Roy changed 
his company's perception of the IT group by 
improving communication with the business 
units so that IT's accomplishments were no 
longer "the best-kept secrets on the planet." 
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IT Value 

SPECIAL REPORT i TURNING IT. DOUBTERS 

INTO TRUE BELIEVERS I 48 

Too many business leaders have little faith in IT's 
ability to deliver value. To save themselves— and their 
businesses— CIOs must change that negative percep- 
tion into a positive belief in IT as a strategic partner. 
Feature by Stephanie Overby 

SEEING IS BELIEVING I 58 

Transparency, the let-it-all-hang-out style of IT management, isn't scary; 
it's empowering. It's what is freeing IT up to be more competitive, effective 
and resourceful. Three case studies demonstrate how service-level agree- 
ments, chargeback and the Balanced Scorecard help create transparency 
and better align IT with the business. 
Feature by Meridlth Levinson and Richard Rastore 

PERCEPTIVE PRACTICES ROI | CIO.COM 

For full results of C/O's survey "Turning IT Doubters into True Believers," 
featuring ROI of specific practices, go to www.ciacoiTi/060105. 
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THE POST-PEOPLESOFT LANDSCAPE 
AND THE FUTURE OF ERP 76 

Oracle's acquisition of PcoiDlcSoft is not the 
dawn of a scai-y new era for ClOs; it's the 
twilight of the old ERP age. It may also be 
an opportunity to create an ERP future that 
adds value, not cost, to your business. 
Feature by Scott Berinato 

MERGERS AND 
ACQUISITIONS 

HOW TO AVOID MERGER 
HEARTBURN 42 

Before you go on an acquisition binge, you 
need to know who your target company's 
customers are and what they want. 
Column by Larry Selden 

more» 
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□avid Gray. CIO of the University of Massachusetts, hopes his PeopleSoft application 
will last 20 years. But before that, he plans to talk to Oracle about its plans for the future. 



WORK-LIFE BALANCE 

YOUR WORK OR VniJRl IFF 1R 

How to overconie the c-orporatc conspiracy that keeps yon chained 
to your job. Column by Susan Cramm 

INBOX: WHY WE'RE NOT HAPPY 18 

Rearler.s react to our March 1 Realit\' Bytes column on worl<-lifc 
balance (or lack thereof) and provide some sound advice: 
Take a vacation. 
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Trendlines 27 

Health Care Meciit atii)n Systems Need Treatment 
IT Spending Cut Your Ta.\ Bill When You Buy IT 
Security Skyscraper Surveillance 
Inventions ! lands That Speak 
On the Move Firings at Buca 
Gaming Oaniins While You Sweat 
Management Report Tin' Cummiinication Gap 
Software Development Silieon Subcontinent 

Forum 8S 

VoIP The CIO TAecutive Council shares insights 
anrl tips on VoIP imiilenienlation. 

From the Editor 12 

Utility Computing liest praeliees ibr running IT 
show up in unlikely places. By Richard Pastore 

From the Publisher 90 

An Even Split Readers react to the call to repeal 
Sarbanes-Oxley. By Gary Beach 

Tnhnx IS 
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Executive Summaries 96 



What's Hot Online 

FIND THE LINKS 

You can Hnd all the links mentioned in (his issue in 
one ))lace online. Just go to the Web \ ersion of this 
table of contents. Kind it at www.cio.com/060105 
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THIS NETWORK 
ALERT, VIGILANT 




AND WELL-GUARDED 



MICR0S0FT.COM/SECURITY/IT 
Microsoft 



Find the tools and guidance you ne 
at microsoft.com/security/IT 

Microsoft ' Windows XP Service Pack 2: Download it for ' 
free and get stronger system control and proactive protection 
against security threats. 

Free Tools & Updates: Download free software like Microsoft ► 
Baseline Security Analyzer to verify that your systems are 
configured to maximize security. Manage software updates 
easily with Windows Server Update Services. 




Microsoft Risk Assessment Tool: Complete this free, Web 
based self-assessment to help you evaluate your organization's 
security practices and identify areas for improvement. 

Internet Security and Acceleration Server 2004: Download 
the free 120-day trial version to evaluate how the advanced 
application-layer firewall, VPN, and Web cache solution can 
improve network security and performance. 



O 2005 Microsoft Corporation. AH rights reserved. Microsoft. Windows, and Windows Server are either 
registered trademarks or trademarks of Microsoft Corporation in the United States and/or other countries. 
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Maybe the way we work 
isn t working. 

Enter the Intelligent Document Platform from Adobe. 
The bridge between the paper and digital worlds. 
Suddenly, documents become smarter and infinitely 
more useful. Important data is made secure. And 
information intuitively travels where it's needed, as 
it's needed, all on its very own. It's simplicity at work. 
The Intelligent Document Platform. Better by Adobe: 



See how others are crossing the paper to digital bridge at adobe.com/idp. 
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A New Kind 
of Utility 
Computing 

Best practices for running IT 
show up in unlikely places 



Had I stumbled upon 
one of those rare birds, 
a company that truly 
runs IT like a business? 
It seemed so. 



I recently gave myself a writing assignment: Go to the Atlanta headquarters of mega- 
utility Southern Company to learn how their IT chargeback program worked. I figured 
Southern's story might help readers who struggle to achieve cost transparency in their enter- 
prises, and also help them combat negative perceptions of IT. (See "Seeing Is Believing," Page 
58, in this issue's Special Report, "Turning IT Doubters into True Believers," which begins 
on Page 48). 

Once there, I was surprised to learn that the founder of Southern's chargeback, former 
CIO Tom Fanning, is now CFO. Current CIO Becky Blalock was once head of corporate com- 
munications, vice president of community and economic development, and has a finance 
and accounting education. 

Hmm, I thought. Southern develops a management 
team with multidiscipline expertise. 

I wondered whether it does anything as progres- 
sive with its technical people. In fact, it has the South- 
ern IT Leadership Program for developing leadership 
and communication skills in technical folk. Blalock 
also tracks her top performers and identifies high-potential individuals. 

Had 1 stumbled upon one of those rare birds, a company that truly runs IT like a busi- 
ness? It seemed so. Blalock and her operating unit CIOs begin each year proposing a Value 
Agreement to their business customers specifying goals and customer-service levels. IT 
measures internal customer satisfaction on a scale of one to five. A monthly IT Management 
Report, a custom-built, vastly expanded Balanced Scorecard or dashboard, tracks these 
ratings plus metrics such as: 

■ Ycar-to-datc capital IT spend, budget variance and exceptions. 

■ IT billings by business unit, by cross-enterprise function, year-to-date versus budget, 
year over year and as a percentage of revenue. 

■ Number of opportunities, requests, active projects and completed projects, with invest- 
ments totals. 

■ Plus a slew of operational and industry-specific processes I don't have space to go into. 
Throughout the 1980s and '90s. we were told that you don't learn anything about IT from 

utilities: That's not where the action is. Better to check out financial services, transportation, 
even retail. Yet, in 2005, it's the frugal, conservative utility that owns the best practices the 
rest are struggling to implement. Oh. the irony. 




Richard Pastore, Editor 
rpastore@)cio.com 
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See your global infrastructure in a new way. 



Only Riverbed makes your remote offices feel local. 

Most applications and profocols weie designed to lun locally Over a WAN, they giind to a halt. 
That's why Riverbed developed a solution built on ladicolly new, patent-pending technology that 
actually delivers LAN-like performance across your WAN. Even for chatty applications that can 
break down across the most lobust networks 

Riverbed's proven solution allows your enterprise to consolidate IT infrastructure at the data 
center, optimize your bandwidth usage, and still deliver applications and data over your WAN - 
at speeds that make remote data feel local. 

We're so conhdent that Riverbed can improve your WAN applicotion ' ^^^^^^^ 
performance, we'll even let you try it for 30 days, nsk-free. Coll g^^^^^KKt^ 
us at 1 -87-RIVERBED to get started right awoy, or visit ^^^^^Ks^ 
www.riverbed.coni/CIO today. 



RIVERBED 
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"Guardian uses 
Primavera 
to run IT 
like a business." 



— Dennis S. Callahan. EVP and CIO 

The Guardian Life Insurance Company of America 

"Since 2000, we've cut our IT budget 30% 
while increasing the level of service to our 
business units. 

Guardian's IT operations are business-driven, not 
technology-driven. Our business units define their 
business needs, and those needs drive IT investment 
strategies and plans. With Primavera's solution for 
project, resource and portfolio management, we can 
judge every request and project in progress against 
how it meets predefined business requirements. 
We don't waste money on projects that don't give 
us the best business return on investment. 

Now, our business units and IT have the same 
objectives, the same agenda, the same priorities. 
Primavera's software solution plays a major role 
in making that happen." 



PRIMAVERA 





View the Guardian video 
and learn more about other 
Primavera customer success stories 
at wwv/.primavera. com/guardian. 
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NO MATTER HOW YOU STACK IT, 
CHECKFREE FOUND WINDOWS DELIVERS 
24% LOWER TCO THAN RED HAT LINUX. 



Mictosoft 




"We conducted stringent testing and chose 
ttie Microsoft' solution for its unified stack, 
which saves time and money on integration 
and maintenance. These factors combined 
to give the Microsoft stack a 24 percent 
lower total cost of ownership compared 
to other solutions." 

— Randy McCoy, CTO, 
CheckFree Corporation 



CheckFree Corporation powers millions of financial transactions daily for 
thousands of financial institutions. As home to one of the world's largest 
databases, they needed to reduce their cost per transaction while maintaining 
performance and quality. So they conducted a stringent benchmark test of 
an IBM solution stack including Red Hat Linux 9, IBM DB2, and J2EE against 
a Microsoft solution featuring Windows Server™ 2003, SQL Server'"2000, 
and the .NET Framework. Because the Microsoft stack delivered 14% faster 
transaction rates and 24% better TCO, CheckFree chose the Windows" platform 
for the next generation of their Investment Services platform. 

To get the full case study, other case studies, and other third-party findings, 
go to microsoft.com/getthefacts 



Microsoft' 




Windows 
Server System^ 



O 2005 Microsoft Corporation. All rights reserved. Microsoft, Windows, the Windows logo, Windows Server, and Windows Server System are either registered trademarks or trademarks 
of Microsoft Corporation in the United States and/or other countries. The names of actual companies and products mentioned herein may be the trademarks of their respective owners. 



READER FEEDBACK 



InBox 



WHY YOU'RE NOT HAPPY 

Our March 1 Reality Bytes column, "Why You're Not Happy," struck a nerve with many of 
you. The article discussed the work-life balance (or the lack thereof) within the CIO ranks. 
While we could not print all of your responses, we've pulled out a representative sampling. 
We urge you to view the others and add your own at the online version of "Why You're Not 
Happy" at www.cio.com/030105. For another take on the topic, read Susan Cramm's 
column, "Your Work or Your Life," Page 38. 

And, by all means, take a vacation. It will be summertime soon. -The Editors 




Great Leaders Lead 
by Example 

Like most managers, I was promoted 
because I was effective at getting things 
done. It is difficult to shuck the "doing" in 
favor of leading. Managers who are doers 
solve problems for their staff. Leaders 
create an environment where their staff 
clearly understands problems— and give 
their staff the ownership, authorship and 
resources to solve them. 

Effectively delegating problem solving 
is the key to managing my workload and 
freeing me to have a healthy work-life bal- 
ance. It also allows me to spend my time 
on strategic alignment activities. All of us 
will have times when we must put in long 
hours, but when I find myself consistently 
working long hours, I can almost always 
find activities that could be delegated. 

I do not carry a company cell phone, do 
not have a pager, and it's been years since 



I've been called in on vacation, evenings 
or weekends. 

The credit goes to my staff for stepping 
up to the plate. 

MARK HOEKSTRA 

IS Director 
Skyline Exhibits Inc. 
markh&skyline.com 

As CIOs, we must lead by example. The 
IT folks working for us will not enjoy their 
work-life balance if the leaders are burn- 
ing the midnight oil consistently and expect 
their people to do the same. 

MIKE WILSON 

VP/CIO 

First NLC Financial Services 
mwilson@firstnlc.net 

Success is not measured by how 

many bodies you leave in your wake on 
your rise to the top, or how many hours 
you spent doing it. It is measured by the 
legacy you leave and the value you have 
provided along your journey. 

The great leaders are those who are 
fondly remembered for their great influ- 
ence and achievements. Tlie others are 
forgotten in a very short time. 

ANTHONY G.JOHNS 

Availability Manager 
Nationwide Financial 
johnsalS&nationwide.com 

To be a CIO, you must understand tech- 
nology, but you must not continue to be a 



programmer. Your job is to understand 
how technolog^y can advance the business 
and then manage the people (internal and 
external) and budget to bring that vision 
, to life. 

If you take care of your people, they will 

produce the results you need. Taking care 
of people does not mean giving them every- 

! thing: You establish goals and boundaries, 
and provide the tools they need to be suc- 
cessful. This is the same thing parents 
should do for their children. 

The first rule must be "Family comes 

! first." Work and family are never sepa- 

1 rate. Anyone who thinks so is either 
delusional or has already damaged their 
family relationships. 

If an employee understands that you 
are concerned about them (and their fam- 
ily), it eliminates a key stressor in their 
life, and they will be able to deliver the 
best results they can. If you believe that 
work should come before family life, you 

; will damage employee morale, their work 
and their family. 

And the same thing goes for you. 

ANONYMOUS 
Senior Director of IT 

i 

Why They Are Happy 

I don't mind the 60-hour workweeks. 
I love the rush of building something to 
improve the business process and the lives 
of others. That doesn't mean I don't love 
my family, my faith or my free time. It just 
means that I realize there is a price to pay 
for the position, and I'm willing to pay it to 
have the privilege of doing this job. 
, I guess I'm one of those people who 
wonder why they have to pay millions to 
baseball players when people like Mickey 
Mantle would be willing to play just for 
the pure fun of the game. 

All too often, I think we lose sight of the 
fact that this is employment by will. Sure, 
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EMPLOYEES, FYl: 

OUR SYSTEMS MAY NOT BE ACCESSISlF 
DURING PEAK PERIODS, LIKE BUSINESS HOURS 




Even if everyone knew about the problem, would anyone know the solution' 



Data base logjams. Traffic overloads. Deployment 
nightmares. Indications that all is not well in 
Networkland. Web-based applications may be the 
lifeblood of business, but they've also become its 
Achilie's Heel, as those applications struggle to coexist 
with a networic that's too focused on connectivity 
and not nearly adaptable enough. 

What's needed Isn't just another point solution or 
code fix, but a true solution. One that's not only the 
answer now, but for whatever the future brings. A solu- 
tion that makes the network aware of the application. 



and gives it the intelligence to literally work as one. 

It's application traffic management taken to the 
next level. An approach that unifies all the applica- 
tion optimization, availability and security you 
need in a cohesive architecture you can customize 
to specific business policies. 

It could have only come from a deep understanding 
of both the network and the application. Which is why 
it's only from F5. For details on this revolutionary archi- 
tecture, including our BIG-IP v9, call 888-454-9516 or 
visit www.f5.com/ciooffice. 
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someday I want to own a vineyard and 
make goal cht't-sc, but for now, this is what 
I want to do. When I don't want to pay the 
price. I'll go do something else. 

KIRKSWILLEY 

CIO 

City of Wichita, Kan. 
kswilley@>wichita.gov 

I'm 16 months into my third CIO job, 
all three of which were turnarounds. I 
left on my own when things got boring. 
I worked long hours, missed some things 
on the personal side, lost some hair, gained 
and lost some weight, made some friends 
(I'm not sure about enemies), and watched 
my staff get my message and deliver for 
the business. 

While I'm not sure how much more 
I've got left, I know I have something 
left. It is a high getting IT to fire on all 
eight cylinders. 

JOHNNORDIN 

Senior VP & CIO 
Insurance Auto Auctions 
jnordin@iaai.com 

The Few, The Proud, 
The Ex-CIOs 

Next time you find yourself in the 
office on a Sunday, ask yourself, "What 
am I really afraid of?" If the answer is 
"nothing," then make it your last Sunday 
in the office. The kids will be glad to see 
you, and you will definitely be better for 
the experience. 

ALLAN ROACH (EX-CIO) 

Director- Adviser, Economic Development Sector 
World Intellectual Property Organization 

allan_roach<S'yahoo. co. uk 

Two years ago, I was CIO and COO. 
Then I saw the light and left to work on 
my own. 

I now operate a sufficiently successful 
business in executive consulting and have 
enough time to take care of the important 
things in life. 

GUY LANGEVIN 

President 

Guy Langevin & Associates 
guy&guylangevin.com 
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How They've Found Balance 

While working those "27-hour" days, 
I finally realized it wasn't making a 
difference at work. But it was making a 
difference in my personal life. 

So now, I don't work when I get home. 
I spend that time with my family instead, 
even if it is just watching some inane TV 
show. Sure, I do occasionally have to work 
a little late or go in early, but at least I 
have a focus lx*yond my work— and a 
focus as to why I'm working, and a life 
when I'm not. 



-Stewart Stokes 
President, BSE&C 

I ask for the same level of "devotion to 
self and family" from my team members. 

For me. it all comes from being able to 
effectively juggle all our demands, as any 
person must, to achieve some semblance 
of balance in their life. And most impor- 
tant, knowing when it is out of balance 
and finding a path to restore it. 

ANONYMOUS 

CTO 

I believe we get the kind of work-life 
Ijalance that we really want. Achieving 
work-life balance is a continuous, values- 
based process and requires that we 
frequently ask our.selves several funda- 
mental questions. 

■ What in life is absolutely essential 
for us? 

■ What work-life goals do we passion- 
ately care alx)ut? 



■ What is our definition of success? 

■ What is our organization's definifion 

of success? 

■ Do these definitions differ? If so, how? 
And what effect do these differences 
have on us? 

I've long believed that the context for 
our work-life balance is framed by our 
choices, our decisions, and our willing- 
ness to live with the consequences of those 
choices and decisions. As I have made my 
work-life choices and decisions (and lived 
with the consequences), I have found 
myself asking still another question: 
What do I w ish to be remembered for? 

STEWART STOKES 

President 
BSE&C 

stewsto((es@wor/dnef.atf.net 

Juggling is a key CIO skill. Success in 
the job. however, requires occasionally 
putting all but one of the balls down and 
giving it an intense focus. 

That "ball" might be the effort that sepa- 
rates your organization from the pack, or it 
might be making sure your last child gets 
into the college of her dreams. Juggling, in 
my opinion, might be what keeps your life 
together, but it probably wasn't what got 
you the job. The trick is to know when to 
juggle and when to give something your all. 

JACK McCOY 
CIO 

City of Manchester, Conn. 
jacf(80@c/. manchester. ct. us 

After 20 some years of my IT career, 
I've suddenly found myself working as 
the acting CIO of a large corporation. 
Besides the long hours, I'm now living 
300 miles away from my family five days 
a week, and it's been over six months since 
I started this new venture, mostly with 
the attitude of "it's the right thing to do 
for the company." 

My family understands that this is all 
part of being a provider. The kids are sup- 
portive but it's still obvious that there is a 
\'oid from my not being there. So the solu- 
tion at Ijest is that I give it all to work when I 
start on Monday, and with the exception of 



"The context 
for our work-life 

balance is framed 
by our choices^ 

our decisions, and 
our willingness 
to live with the 
consequences of 
those choices 
and decisions/' 
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1 -800-FlOWERS.COM' AND AT&T. When 1-800-FLOWERS.COM wanted to transform the 
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the critical calls (which aren't too frequent 
because of a great management team). I 
stop when I leave on Friday. Weekends 
are ail about family, family activities and 
making up for lost days with a vengeance. 

I've also found that vacations need to 
be "nonconnected." Over the last several 
years. I've made it a point to truly got away 
by going to places where making work con- 
nections is harder than it's worth. Again, 
this allows for true family time and get- 
ting some pleasure from the hard work. 

If you want to be the CIO, you'll pay 
the price getting there. But stop and take 
a breath once in a while. Even distance 
runners find a way to pace themselves 
to avoid total distress. 

ANONYMOUS 

Acting CIO 
Government Agency 

When I became ClOofa large hospital. 
I told my staff of .31 that I had no intention 
of working 80-hour weeks, and I advised 
them all to go home at 5 p.m. as well. Of 
course, there are emergency situations 
when you arc there until it's over, but if 
those are frequent occurrences, you have 
a different problem. 

I am now a contract CIO for two differ- 
ent health-care organizations. I make a 
comfortable salary, and I still go home at 
5 p.m. I insisted on it when I took my cur- 
rent engagements. My bosses are OK 
with this because I deliver the goods. 

Bottom line: Overworked staff mem- 
bers—and overworked execs— quickly 
become resentful and whiny and are of 
limited value. Knowing who you are. what 
your value to the organization is and set- 
ting your priorities accordingly is all that 
is required for balance. It's just a job. 

GILLALO 

CIO 

Quadnet Group 
gi7@quadnetsysfems.com 

You Can't Have It All 

I just can't see how you can be a high- 
profile IT person at a large company and 
have a quality family life as well. 

I think "quality time" was created as an 



excuse for not being there. There's no telling 
when your kids are going to have "that 
moment" when they're ready to absorb 
your words of wisdom. You just have to 
put in the time so that you are there when 
it happens. I've seen parents who are "with" 
their kids, but are actually talking some 
deal on their cell phones. And we wonder 
why kids are growing up so screwed up. 



-Grant Anderson 
VP of IT. Garden Ridge 

There is a price to be paid, though, for 
not going with the conventional wisdom 
of long hours and travel to be successful. 
My family is my number-one priority. 
I've been punished financially and placed 
into a less responsible position because 
I don't "show the proper dedication." 
even though I have led teams that have 
completely rebuilt the IT infrastructure 
at my company. 

I don't regret what I've done for a 
second. When my kids are grown, I'll be 
able to look back at the soccer games, the 
camping, the vacations, the "just hanging 
out" and know what I did was right. I've 
got the perfect place at my table. Pass the 
nachos. will ya, son? 
ANONYMOUS 

Work and Life Are 
Four-Letter Words 

In a recent conference that I was 
moderating with about 40 CIOs, the topic 



under consideration was how mobile 
computing has put everyone more in 
control of their destiny, and how they 
can now be in touch with work at all 
times. Digging a little deeper, the realiza- 
tion dawned that they had all become 
slaves of their obsession with their fancy 
toys: PDA, BlackBerry, the latest camera 
phone and so on. 

Looking at the impact of these changes 
on their lives, everyone began to wonder 
when the mad gold rush would end? 
Only three of the CIOs confessed to being 
moderately successful in their balancing 
act. Having said all this, the balance is 
extremely delicate since the first four- 
letter word supports the other. The see- 
saw will continue, the problem lies in how 
long the balance stays on one side versus 
the other. 

ARUN GUPTA 

CIO 

Pfizer Limited India 
arun.gupta&pf izer.com 

I was following in my father's footsteps 
by refusing to commit to anything outside 
of work such as participating in a volun- 
teer organization— for fear that it would 
get in the way of work. Interestingly, it led 
me to do nothing but work! 

I was forced into volunteer work for 
the Boy Scouts and found it to be a great 
experience. I actually got a life at that 
point. Since then, I now serve in positions 
for several non-IT related organizations 
and have found it extremely rewarding. 

Make the commitment to something 
outside of work, and you may be forced 
into balance— and find you like it! 

GRANT ANDERSON 

VP of IT 
Garden Ridge 

ganderson@gardenridge.com 



What Do You Think?! 



Send your thoughts and feedback to 
letters@cio.com. Letters may be edited for 
length or clarity. For a link to the articles 
mentioned, go to www.cio.com/printlinks 

cio.com 



""I was forced into 
volunteer work 
and found it to be 
a great experience. 
I now serve in 
positions for 
several non-IT 

related 
organizations 
and have found it 
extremely 
rewarding/' 
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BEST BEFORE: 

VOU SWITCH TO 
IP COMMUNICOTIONS. 





stop wasting assets. Start HiPath. 




If it hasn't happened yet, sooner or later, IP telephony will become a reality in your business. With some vendors' 
solutions, the switch to IP means switching your entire infrastructure. With Siemens HiPath® solutions, you can 
continue to use your existing equipment and thus safeguard your investments. New, advanced, future-oriented 
components can be integrated step by step. Tailored to your requirements and the growth of your business. 
Interested? Call us. You'll reach us: 1.800.765.6123. 



HiPath - Total Business Communications 



www.siemens.com/hipath 
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222,356,933 

BARCODES CHECKING IN, 
CHECKING OUT, EVERY YEAR. 
YOU'VE GOT A BOX STORE 

IN NEED OF 

DEPENDABLE BOXES. 




NOW IS THE TIME TO 

get a world-class solution for your 
complex business. Introducing the DelT 
PowerEdge™ 6850 Server with the 64-bit 
power and reliability of InteFXeon" 
Processors. Get Dell's flexible solution 
for your business critical applications 
and grueling database demands and 

GET MORE OUT OF NOW. 



INTRODUCING DELL'S 
POWEREDGE6850 
SERVER WITH THE 
POWERFUL 64-BIT 
CAPABILITIES AND 
REUABILITY OF INTEL* 
XEON" PROCESSORS. 



Click www.dell.com/power9 
Call (loll (reel 1.866.218.7716 
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ENTERPRISE INTELUGENCE 
SUPPUER INTELUGENCE 
ORGANIZATIONAL INTELLIGENCE 
CUSTOMER INTELLIGENCE 
INTELLIGENCE PLATFORM 



Achieving sustained compliance to protect sliareholder value is no small feat - but SAS' Corporate 
Compliance software makes it easy. With SAS, you can more effectively track, store, document 
and audit every financial process and each necessary key control within your business. SAS also 
provides the technology to reduce reporting cycle times by quickly accessing, consolidating and 
cleaning all the financial data throughout your enterprise. And intuitive interfaces are designed 
for users of every skill level with a central point of control to manage across all environments. 
Find out more about why moving to SAS is your best choice for sustaining compliance efforts 
while maintaining risk management and grovk^th. 
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Medication System 
Need Treatment 



HEALTH CARE Ncw tech- 
nology has long been a hard sell 
for health-care CIOs working to 
convince doctors to give up their 
prescription pads. Now, they are 
facing an added challenge after a 
recent study found computers 
can increase the risk of danger- 
ous medication errors. 

Only about 10 percent of U.S. 
hospitals have installed sys- 
tems to automate drug order- 
ing. But more are considering 
the investment because, up 
until now. studies have shown 
that computerized physician 
order entry (CPOE) can dra- 
, matically reduce the frec|uency 



of medication errors. In a 
recent study, however, 
researchers at the University 
of Pennsylvania medical school 
found— after observing doctors 
and nurses using a CPOE sys- 
tem at one hospital— that the 
software was poorly designed 
and often ignored how the 
health-care professionals work 
in a hospital setting. 

"This study will certainly 
make us more vigilant," says 
John Glascr, CIO of Partners 
Healthcare System in Boston. 
"If doctors are making mistakes, 
there are consequences to real 
people. We need to pay attention 




to the design 
of these systems 
and monitor use.' 

The CPOE study, 
conducted from 2002 to 
early 2004 at the Hospital of 
the University of Pennsylvania, 
found 22 ways that the hospital's 
drug ordering system could 
increase the risk of medical 
errors. One reason errors are 
introduced, the study said, is 
because a doctor might have to 
SOToll through 20 screens to find 



a single patient's information. 
Computer crashes and confus- 
ing displays of patients' medica- 
tions also led to errors. 

"It's critical that the software 
not require physicians to twist 
themselves around like pret- 
zels to fit the code," says Ross 
. Continued on Page 28 



Cut Your Tax Bill When You Buy IT 



i.T. SPENDING CIOs could do more to 
reduce their company's tax burden when 
they make IT purchases or retire systems. 
That's the conclusion of a survey by Deloitte 
Consulting and IDC (a sister company of 
C/O's publisher). 



[PASSING THE TAX BUCK] i 

Why don't CIOs think about tax implications? 

Assume tax issues are covered by another department: 
Do not consider taxes Issues to have material impact: 
Adds unnecessary degree of complexity to the process: 

130,0 

Tax issues not measured/do not impact my performance: 
Taxes do not impact my IT budget; 8°'° 
Unaware there may be an impact: 7*^ 

Other: 8°'° source. IDC.Deloitte Consulting 



Investments in IT may trigger opportunities 
for tax write-offs, including expenses for train- 
ing and incentives for creating jobs. Yet less 
than 30 percent of the survey respondents 
consulted with tax departments during the IT 
purchase process, says John Norkus, a princi- 
pal of Deloitte Consulting. The failure 
to consult with tax experts up front 
can, says Norkus, "cost companies 
millions of dollars." 

In the survey "Factoring Tax Sav- 
ings into the IT Acquisition Process," 
Deloitte asked senior executives- 
including CEOs, CFOs, CIOs and 
CTOs— about their purchase 
decisions for major IT projects 
(defined as projects with a price 
tag of $1 million or more). Of the 



201 respondents, most said their organiza- 
tions were doing everything they could think 
of to wring costs out of IT acquisitions when 
developing business cases. Yet tax implica- 
tions weren't on the table. 

Norkus says CIOs are missing a potential 
gold mine of savings. For example, he says, 
a company that deploys an ERR system and 
retrains thousands of employees may be 
entitled to tax credits to cover training costs, 
or even cash grants. 

Another pitfall: Companies that scrap 
legacy systems without taking into account 
the IRS's seven-year audit window could 
also scrap any validation of a position they 
took on a tax return, says Raff i Markarian, 
a principal with Deloitte Tax's ERR integra- 
tion services practice. -Megan Santosus 
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Skyscraper 
Surveillance 

SECURITY Visitors to the Sears Tower in Chicago 
might not think twice about going through metal 
detectors before entering the 110-story skyscraper. 
Once inside, though they may not realize it, they're 
being monitored by some of the most sophisticated 
physical and technological systems available. 

Carlos Villarreal. national director of security and 
life safety for Trizec Properties, which managed the 
Sears Tower until May 2004, spent seven years secur- 
ing the world's second tallest building and keeping its 
10.000 employees and 15,000 daily visitors safe. 

Electronic visitor registration technology now 
tracks office visitors. Tenants can preregister guests 
on a secure portal. Upon arrival, visitors show a 
government-issued ID and are given an adhesive 
paper pass that indicates what areas they can access. 

After business hours, an imaging system activated 
by a swipe card calls up a photo and information 
about a worker's destination. Security officers check 
photos against the worker's ID. 

The entire security program underwent a $6 mil- 
lion modernization in 2002 to update the monitors 
that capture images from more than 100 cameras 
fixed on lobbies, loading docks, stairwells and the 
building's public Skydeck. 

Today, Villarreal secures 52 office buildings from 
Los Angeles to Washington, D.C., with 125.000 inhab- 
itants. He says the scope of security is widening. 

"Before 9/11, we were focused on a local incident. 
But now, we have to think regionally or nationally, 
depending on the size of the company," he says. 

Villarreal can call up surveillance camera systems 
via the Internet at about 10 of Trizec's properties. 

"It's good for corporate security executives to know 
what's happening at their facilities," he says. "They 
can make a quick assessment, dispatch people, start 
tracking incidents and keep track of their assets." 

-Stacy Collett 
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Prescription Mistakes 

Medical staff reported a variety of 
errorswhen using computerized 
physician order entry (CPOE) systems. 
Errors that occurred at least a few times per 
week during a three-month period include: 



Koppcl, the principal author of an article about the study that was published in 
March in the Journal of the American Medical Association. Koppcl, a sociologist and 
researcher at the Center for Clinical Epidemiologry and Biostatistics at the Univer- 
sity' of Pennsylvania School of Medicine, ackno\\'ledges that CPOE is still better 
than paper. Still, he urges hospitals to examine their technology and plan for contin- 
uous revision and improvements. 

The Institute of Medicine, a nonprofit health-care policy organization, estimates 
that errors of all kinds kill 44,000 to 98.000 patients a year, and studies have 
shown that roughly 770,000 medication mistakes occur in U.S. hospitals annu- 
ally. Hospitals arc under growing pressure to replace paper-based ordering 
systems with computers to eliminate errors due to sloppy handwriting and to 
improve their ability to track patients' medication histories. Studies by David 
Bates, a physician at Brigham and Women's Hospital, a member of Partners 
Healthcare System, have shown that CPOE can reduce medication error rates by 
83 percent and cut serious medication errors by 55 percent. 

Although CPOE experts say that Koppel raises important warnings, he has 
been criticized for studying a system that was developed in the late 1960s and 
early 1970s. That system, TDS 7000, made by Eclipsys, was replaced in January 

2004 by the Sunrise Clinical 
Manager solution, also from 
Eclipsys. 

"The conclusion that using 
an archaic system can lead to 
problems is not startling," says 
John D. Halamka. CIO of Care- 
Group and Harvard Medical 
School. Though he says the 
study is flawed, Halamka has 
responded by spending extra 
time educating users that 
CPOE, if implemented cor- 
rectly, can reduce errors and 
improve clinician workflow. 

Koppel counters that his 
recommendations focus on 
better integration between 
software and workflow, a need 
he believes newer CPOE 
systems have as well. 

Bates, chief of general medi- 
cine at Brigham and Women's 
and a leading proponent of 
computerized drug-ordering, 
agrees that health-care organi- 
zations need to follow up and update technologies after they have been introduced. 
Bates says one of the biggest mistakes made at Brigham and Women's after the 
hospital implemented its homegrown CPOE system in 1993 was "not recognizing 
how frequently we would need to update it." 

Bates says he hopes the recent study won't slow down CPOE adoption. 
"This study provided a needed reality test for us," Bates says. "CPOE is an 
important tool, and clearly one that needs constant attention." 

-Susannah Patlon 



55°''° 


Difficulty specifying medication 
and problems ordering 
off-formulary medications 


47% 


Delayed ordering because 
CPOE systems were down 


46% 


Uncertainty about patients' 
medications because of 
multiple CPOE displays 


41% 


Incorrect use of CPOE in deter- 
mining the range of doses for 
infrequently used medications 


40% 


Gap In antibiotic therapy 
because of delays In reapproval 
of antibiotics 


38°''° 


Incorrect use of CPOE In deter- 
mining low dose for infrequently 
used medications 



SOURCE: Journal of the American Medtcal Associatior' 
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SAP NETWEAVER SPEAKS OPEN STANDARDS, 
BUSINESS PROCESS INNOVATION 
AND CIO OF THE YEAR, 





HinalK, 
hiisinoss aiul I T 
speak ihe same language. 
SAP Net\V'ca\er is an open 
plattorni ihai lakes lle.\ibilit\ 
to another level. It allows you to 
qiiiikh implement new business 
strategies and drive eompetitixe advantage 
- all while boosting producti\ ity and letting 
you le\erage your existing IT investments. 
Visit sap.com/technology to learn why thousands 
of customers already rely on SAP NetWeaver. 
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HANDS THAT SPEAK 



INVENTIONS A new device based on sensor 
technoIog>' aims to translate American Sign Lan- 
guage (ASL) into speech, enabling the millions of 
people who use ASL to better communicate with 
those who don't know the rapid gesturing system. 
Called the AcceleGlove, the device is a glove 
lined on the inside with sensors embedded 
in rings. The sensors, called "accelerome- 
ters," measure acceleration and can cate- 
^ gorize and translate finger and hand 
movements. Additional, intercon- 
nected attachments for the elbow and 
» shoulder capture ASL signs that are 

' made with full arm motion. When 

users wear the glove while signing 
K ASL, algorithms in the glove's 

f_ - software translate the hand ges- 

tures into words. The transla- 
tions can be relayed through 
speech synthesizers or read on a 
PDA-size computer screen. 
Inventor Jose L. Hernandez- 



Rcbollar started with a single glove that could 
translate only the ASL alphabet. Now, the device 
employs two gloves that could, potentially, have a 
1,000-word vocabulary. 

Translation speed was one of the initial techni- 
cal hurdles Hernandez-ReboUar dealt with. 
"Experienced signers sign really fast, and my 
system couldn't keep up," he says. He solved the 
problem in part with intelligent predictors, soft- 
ware that can predict the word the signer might 
use next. In addition, test subjects need a couple 
of training sessions to learn to use the glove, simi- 
lar to the way PDA users must train themselves to 
use handwriting-recognition software. 

Among its uses, Hernandez-ReboUar sees the 
AcceleGlove helping the communication abilities 
of speech- and hearing-impaired citizens, and 
teaching ASL to students or to family members of 
the hearing-challenged. Hernandez-ReboUar is in 
the process of attaining a patent and expects he'll 
be ready to pitch to potential investors by the end 



of this summer. 



-Margaret Locber 
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Inventor JOSE HERNANDEZ-REBOLLAR demonstrates 
the AcceleGlove, which translates sign language into speech. 



Firings at Buca 



ON THE MOVE Buca. the 
Minneapolis-based restaurant 
chain that operates Buca 
di Beppo and Vinny T's Italian 
restaurants, fired its CIO and 
CFG over alleged accounting 
violations involving IT purchases 
made in 2003. John Motschen- 
bacher, the CIO, and Dan 
Skrypeck. the interim CFO, 
were accused of inappropriately 
booking technology equipment 
and professional services. The 
company would not describe the 
exact amount involved, but news 
reports pegged it at around 
$200,000. 

The alleged improprieties were 
discovered during the company's 
year-end financial audit. The com- 
pany's investigation into the matter 



Is ongoing. Neither Motschen- 
bacher nor Skrypeck could be 
reached for comment. 

On'ward and Upward 

Kudos for Snap-on IT execs: Alan 
T. Biland, CIO of Snap-on Inc., was 
named senior vice president and 
president of the company's dealer 
organization, Snap-on Tools Co. 
Biland. 46, loined Snap-on in 1998 
as vice president and CIO. Jeanne 
M. Moreno. 49, will assume the 
CIO post from Biland. She comes 
to the Kenosha, Wis.-based com- 
pany from Citrix Systems, where 
she was senior vice president of 
corporate services and CIO. 

Alex Munn will be keeping the 
trains running on time in his new 
post as COO— a new position at rail 



transportation and logistics 
provider Pacer International. Munn 
recently served as Pacer's CIO. 
Ron Maillette, Pacer's chief infor- 
mation security and compliance 
officer, succeeds Munn. 

More Moves 

Rafael Sanchez has dropped 
his anchor at Carnival. He left his 
post as vice president and CIO of 
Burger King to become the cruise 
line's CIO. 

OfficeMax announced the 
hiring of Randy G. Burdick as 
its new CIO the same day it ann- 
ounced a $24.2 million fourth- 
quarter loss. Burdick joined the 
Itasca, III. -based retailer from 
Hewlett-Packard's Compaq 
division, where he was group 
information officer and vice presi- 
dent of supply chain operations. 

-Mehdith Levinson 
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From CIO to COO at 
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RAFAEL 
SANCHEZ 

CIO at Carnival 
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You can get more out of your technology investment by making sure employees have access 
whenever they need it. No downtime. No waiting tor answers. Now Sprint makes it easy for you to 
keep them connected. As the first major provider of end-to-end managed wireless service, we bring 
you the benefits of a mobile network without the headaches and hassles of running it. We integrate, 
administer and support multiple platforms and devices. We centrally update mobile software. We 
keep you secure with remote device disablement and password enforcement. Sprint Managed 
Mobility Services-" help save your company time and money And when your people can spend 
more of their work time actually working, your business is more productive, powerful, beautiful. 
With Sprint, business is beautiful.^" 

> Visit Sprint.com/beautiful for case studies or call 877-777-5568 > Wireless. Data. Voice. IR 
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GAMING 

WHILE YOU 

SWEAT 

FULL WORKOUT I 



RESEMBLING AN ELLIPTICAL TRAINER, the KUowatt 

Sport from Powergrid Fitness lets people combine 
strength training with their favorite video games. Players 
can choose any PlayStation 2 or Xbox game (including 
the Gran Tourismo 3 racing game and the Halo 2 action 
game) that uses analog joysticks, as well as games for 
Nintendo GameCube and PS one. After loading up the 
games, participants stand on a platform while pushing 
and pulling a resistance rod in all direc- 
tions to control what happens in the 
game. The varied movement targets 
muscle groups on the chest, arms, 
shoulders, abdomen and back. The brac- 
ing needed to move the resistance rod 
back and forth also works 
quadriceps and gluteal mus- 
cles. The machine's display 
shows information such as 
pounds lifted and current 
resistance level, 
and players can 
use one-touch 
adjustment to 
vary the degree 
of difficulty. The 
Kilowatt con- 
troller, compatible 
with all major video 
game consoles, 
uses a sensor 
to measure 
the force 
exerted by 
a player. 




GAMING High on entertainment value, but low on fat-burning 
potential, video games do not typically offer players the opportunity 
to break a sweat. But a new trend in games promises to change that. 
Variously called "exergaming," "exertainment" or "active game" tech- 
nology, the convergence of video games and exercise equipment gives 
players the chance to physically interact with their favorite games 
while burning a few calories in the process. Here are some entries in 
the category. -Diann Daniel 




BETTER 
BICYCLING 



IFIT'S A CARDIOVASCULAR workout 
players want, they can look forward to a 
product slated to hit the market in January 
2006. A computer design team of gradu- 
ate and undergraduate students at MIT is 
working on the Cyclescore project as a 
way to integrate video games with most 
exercise bikes. The MIT team tested com- 
mercial games currently on the market but found that players would inad- 
vertently stop pedaling to concentrate on the game. To engage users, 
Project Manager David Edery says the students are working to design 
games that interact with the experience of exercise itself, for example, 
monitoring heart rate and adjusting the difficulty of game accordingly. In 
one game, the player must pedal to make a hot air balloon float over 
mountains, while collecting coins and shooting at random targets. 
Sure beats pedaling aimlessly on a stationary bike. 



THE REAL 
SWING 

WHY USE A keyboard to 
simulate hitting a ball when 
you can simulate the real thing? QMotions 
offers two products that enable players to 
take golf and baseball swings. 

QMotions-Golf allows golfers to play exclusi' 
courses such as Pebble Beach and St. Andrews. Players 
use their own clubs to hit a golf ball hanging from a swing arm embedded 
with electronics that measure swing speed and direction, and determine 
the resulting flight of the ball. Players short on space can use an abbrevi- 
ated club. 

QMotions-Baseball connects to the USB port of a PC or the standard 
game port of popular game consoles. Optical sensors in the system's 
Batter-Up sleeve (which fits over a player's bat) and in the home plate 
detect a player's swing, while foot-activated buttons allow players to con- 
trol their swings depending on whether they want to hit a fly ball, ground 
ball or line drive. 
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THE NEW 
GLOBAL VILLAGE 



COURTESY: THE WORLD'S LARGEST WHOLLY-OWNED, CONVERGED. GLOBAL IP NETWORK. 




Reserve your place at the absolute center of a new, instantly accessible world of frictionless commerce. A world 
we pioneered. Over a single IP connection, all your business applications can be seamlessly converged and totally 
secured over Global Crossing IP VPN, VoIP, iVideoconferencing'" services. Over a single IP connection, you are moments 
away from your offices, your sales staff, your partners and anywhere in the world managed by engineers and support staff who 
understand what customers need. And you can have this new, accessible world without changing a thing in the infrastructure 
you have in place now. Sound too perfect to be true? Ask the 40% of the FORTUNE 500 ' companies we're doing business with 
today. The New Global Village. It's time you moved in. For more detailed information, point your browser to globalcrossing.com. 




Global Crossing 



One planet. One network.'" Infinite possibilities. 
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THE 

COMMUNICATIO 
GAP 



MANAGEMENT REPORTS 

Two surveys from Gartner and 
McKlnsey & Co. suggest ttiat ClOs 
must do more to improve the per- 
ception of IT among CEOs and other 
business leaders. Far from being an 
Indication that "IT doesn't matter," 
however, these surveys show that 
CEOs recognize the value of IT. They 
want more consistent delivery of 
business value and better commu- 
nication of that value. 

In late 2004, Gartner Executive 
Programs (EXP) surveyed 1.400 
ClOs in 30 countries representing 
a range of industries. Two-thirds of 
the respondents said they see 
their jobs at risk based on the 
CEO's negative view of IT and its 
performance. At some companies, 
the quality of IT services needs 
shoring up. but at many others, 
the CEO's perception of IT stems 
from poor communication, says 
Mark McDonald, a Gartner EXP 
group vice president who headed 
up the survey. "The CEOs were 
concerned about how IT commu- 
nicates," he says. "Some ClOs are 
using IT operational metrics— for 
example, uptime. All of that is 
assumed for CEOs; they want busi- 
ness value metrics." These are 
specific to each organization but 
include measures such as sales 
enhancements, McDonald says. 

McKlnsey conducted a study 
with the Club Informatique des 
Grandes Entreprises Frangaises 
(CIGREF), an IT-focused congress 
of France's largest companies, in 
which they interviewed the CEOs 
and ClOs of top French corpora- 



tions. The initial study in 2002 of 
more than 70 companies was 
expanded recently to 90-plus 
companies. The French CEOs said 
that IT isn't meeting their growing 
performance expectations. 

Like the Gartner survey, the 
McKinsey study highlighted a 
communication gap as a prime 
reason for CEOs' dissatisfaction 
with IT. But in the McKinsey study, 
the gap was between IT and busi- 
ness heads. In fact, says Eric Mon- 
noyer, a principal in McKinsey's 
global IT practice, "ClOs tend to 
focus too much on their relation- 
ship with the CEO and not enough 
on business executives. A CEO 
who doesn't know IT judges the 
CIO and IT performance by talking 
with business executives." 

The biggest failure in the IT- 
business user relationship lay in 
how business units assess and 
monitor the benefits of IT proj- 
ects. Business units were not 
accountable for realizing benefits 
from IT projects in 90 percent of 
the companies studied. One 
potential solution that McKinsey 
puts forward is simply to raise the 
bar for business units' goals, such 
as revenue or spending. Business 
managers who are otherwise 
uninterested in IT might turn to 
technology out of desperation to 
meet their new targets. To find out 
more about how to change busi- 
ness leaders' perceptions of IT, 
turn to our Special Report, 
"Turning IT Doubters into True 
Believers," starting on Page 48. 

-Edward Prewitt 



Silicon 
Subcontinent 



SOFTWARE DEVELOPMENT The next hut 
enterprise software application may come from 
India, not Silicon Valley. Although most CIOs still 
think of India as an offshore outsourcing destina- 
tion, the subcontinent is becoming an IT business 
incubator, thanks to commercial software companies 
that rely on internal development teams in cities 
such as Delhi, Mumbai, Bangalore and Hyderabad. 

Venture capitalists, such as Deepak Kamra of 
Canaan Partners, are tapping the talents of engineers 
educated at the Indian Institutes of Technology'— the 
same talent pool that produced the many immigrants 
who, in the 1990s, led startups in the United States. 
Only back in India, they cost less. "More innovation 
in more places at a lower cost means a lower cost for 
software and better quality," says Kamra. The result, 
he adds, is a better deal for customers. 

Skelta Software, a 65-person company based in 
Bangalore, counts Siemens Westinghoiise Power 

among the customers 
of its workflow soft- 
ware. "We would 
never have been able 
to start the company 
without using the cost 
and talent advantage 
of India," says CEO 
Sanjay Shah. 

CRM vendor Tal- 
isma is headquartered 
in Bellevue, Wasii. But 
its ISO India-based 
employees do product 
development, quality 
assurance, product 
management and mar- 
keting. Jim O'Farrell, 
Talisma's vice presi- 
dent, says liis costs are 
five times lower than if 
these functions were located stateside. 

Given lower labor costs, nimble startups in India 
can beat established vendors to market by hiring 
larger development teams than they could other- 
wise afford. "Wc bring products to the market about 
twice as fast," confirms Anil Gupta, vice president 
of marketing with compliance software vendor 
MctricStream. Si.xty of the company's 100 employ- 
ees work from Bangalore. 

-Gunjan Bagla 
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WE KEEP YOUR PEOPLE MOVING 
WITHOUT SHAKING THINGS UP 
AT THE OFFICE. 



Soon, over 99 million employees worldwide will be working outside the office.' Is your communications 
infrastructure ready? It will be with Avaya IP Telephony. Give your employees the capability to work from the 
road, at home, anywhere — with advanced solutions that are easy to use and simple to maintain. 
Keep your existing network up and running. Avaya lets you leverage your existing technology in a multi-vendor 

environment, so you can migrate your IP deployment with confidence. 

Secure? Absolutely. Our industry-leading, end-to-end media encryption protects each IP call. Avaya experts help 
you design, seamlessly implement, manage, and maintain your network for fully optimized performance. As the 
award-winning leader in IP telephony,' and with our unique approach of embedding communications at the heart 
of your business, Avaya is the perfect partner to help keep your people connected, no matter where they are. 

GET STARTED AT WWW.AVAYA.COM/SUCCESS-WITH A FREE WHITE PAPER 
"BEST PRACTICES FOR IP DEPLOYMENT IN A MULTI-VENDOR ENVIRONMENT." 

Or call 1-866-697-5566 to speak to a representative. 



AVAyA 

COMMUNICATIONS 
AT THE HEART OF BUSINESS 
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NAME 



Mr. 50,000 Global 
Remote and Mobile 
Users Connected 
Without a VPN. 






"At Nissan, we expect to save at least $135 million annually 
thanks to the efficiencies that Windows Server 2003 and 
Exchange Server 2003 are helping us achieve." 

Toshihiko Suda ' 

Senior Manager, Nissan Motor Company, Ltd. 



Make a name for yourself with Windows Server System. 

An upgrade to Microsoft Windows Server System 
made it possible for 50,000 worldwide employees 
at Nissan Motor Company to have more secure 
remote access to their e-mail and calendars 
from any Internet connection, without the hassle 
and expense of a VPN. Here's how: By deploying 
Windows Server 2003 and Exchange 2003, not only 
did Nissan IT meet the CEO's demand for better global 
collaboration, they expect to save at least $135 million 
by streamlining their messaging infrastructure. 
To get the full Nissan story or find a Microsoft 
Certified Partner, go to microsoft.com/wssystem 



Windows Server System" includes: 

Windows Server" 
Virtual Server 
SQL Server 
Exchange Server 
Office SharePoinr Portal Server 
BizTalk* Server 
Systems Management Server 
Microsoft' Operations Manager 
Internet Security & Acceleration Server 



Windows 
Server System 



Microsoft- 



Server Platform 



VIrtuallzatlon 



Data Management & Analysis 



Communications 



Portals & Collaboration 



Integration 



Management 



Security 



Plus other software products 



Susan Cramm executive coach 



Your Work or Your Life 

How to overcome the conspiracy that keeps you chained to your job 




If you want your life to be more than a series of meetings, 
e-mails and business trips, you are not alone. My objective 
in nearly every coaching relationship is to help my client 
find a balance between work responsibilities and per- 
sonal life. Former GE grand pooh-bah Jack Welch has said in 
recent articles and interviews that he believes great managers 
don't have work-life-balance issues because they have the nec- 
essary "systems" in place. This is a ridiculous comment, even for 
those with a stay-at-home spouse and legions of personal assis- 
tants. The only managers who don't have work-lifc-balancc issues 
are those who have already given up their lives to the company. 

Welch says your boss wants to make "your job so exciting that 
your personal life becomes a less compelling draw." You may 
wish that yoiu- boss would embrace the whole you (and not 
view your children as competition), but most executives think 
of home and family as something to be dealt with— like a phys- 
ical or emotional handicap. According to Welch, the typical 
boss is willing to "accommodate work-life-balance challenges 
if you have earned it with performance." In other words, you 
mortgage your life to the company in the present so that you can 
own it in some misty future. 

Unfortunately, this strategy' doesn't really work tocause by the 
time you realize that your work and life are out of balance, your 
habits, expectations, responsibilities and relationships (or lack 
thei'eof) have hardened. You have created your own "system"— 
that is, the combination of your organization's culture, your 
position and your work habits— which works as long as you put 
your job first and everything else second, third or not at all. This 
system is tuned for long hours away from home. Eventually, 
your spouse, children, church and community become accus- 
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N ETWORK 

The largest and fastest 
national wireless data network. 
The largest U.S. provider on 
the global standard. 



EXPERTISE 

Our people and partners 
make wireless work for 
more businesses than any 
other wireless carrier. 




APPLICATIONS 

The broadest and deepest 
portfolio of wireless 
business solutions. 



SERVICE 

24/7 enterprise-grade 
support. And the only 
service staff dedicated 
to business people. 



ahead of the game 



TaylorMade more time to sell. 



Cingular helped 
TaylorMade represen- 
tatives maximize their 
sales by deploying a 
wireless solution that 
automated the 
inventory process. 
Today, TaylorMade 
spends more time 
cultivating customers 
and less time 
counting inventory. 




CINGULAR MAKES BUSINESS RUN BETTER 



Xcingular 

raising the barr.iiir 

To find out how Cingular can make your business run better, 

• call your account representative 

• click cingular.com/businessleader 



Global coverage based on coverage in 174 countries. Cingular covers over 270 million people. Coverage not available in all areas. Fastest claim compares Cingular's measured speed of its 
EDGE network to other carriers' speed claims for their national data networks. All marks property of their respective owners. ©2005 Cingular Wireless. All rights reserved. 



■i Susan Cramm executive coach 



tomed to your absence and develop routines that require your 
funding but make your day-to-day involvement unnecessary. 

It's important to realize that balance is not about having 
more free time; it's about living a fuller, richer life that is more 
enjoyable and more significant. It means putting work in per- 
spective as one of the many things that you do and aspire to be 
great at. but not the thing that defines who you are. Balance 
doesn't necessarily mean working fewer hours— everyone, 
including the CEO, works for others and responds to demands 
beyond their control— but balance does mean gaining control 
over when, where and how work is done. 

If you are one of the many whose narrowed worldview con- 
sists primarily of work and sleep, the process of recalibrating 
your system to define yourself beyond your job is difficult. The 
key to gaining balance is making external commitments that 
appear on your calendar and treating them with the same level 
of dedication you give to your work. Welch speaks the truth 
when he says that within most companies, "work-life balance 
is your problem to solve" and that "people who publicly strug- 
gle [with il] get pigeonholed as ambivalent, entitled, uncom- 
mitted, incompetent." (For a sampling of how CIO readers 
manage it, see Inbox, Page 18.) 

Rather than letting work expand to fill all your time, set lim- 
its. Take advantage of the fact that companies and managers 
value results rather than effort: figure out how to work smarter 
(see my column "It's Never Too Late for Time Management" at 
v:wt:.cin.com/060l05), and how to manage up and stand your 
ground. When someone tries to impinge on an external commit- 
ment, adopt the mantra: "Don't complain: don't explain." Just let 
them know how much time you have, and work it out from there. 

Thoseof you in your 20s have the opportunity to build bal- 
ance into your work-life schedule from the beginning. Con- 
tinue or incorporate the extracurricular activities that you 
enjoyed in college (the healthy ones). If you eventually get mar- 
ried and have children, you will need to give up some of these 
activities, but you will have "hard-coded" a system that will 
not require you to change companies, positions or a career path 
to become the spouse and parent you wish to be. Be aware, 
however, that if you do this, it will impact the companies you 
choose and the positions you aspire to. 

A balanced life may result in a slight tarnish on your man- 
agerial star, or even the realization that you are in the wrong 
job or at the wrong company. But what's the alternative? For 
all the passion you put into your work and the joy that you get 
from creating and collaborating with others, at the end of the 
day, it's just a job. It doesn't hug you when you are sad, and it 
won't take care of you when you get old. 

Most of us are not destined to and don't want to become the 
next Jack Welch. Good thing, because even he sounds a little 
melancholy when he says that "my kids were raised, largely 
alone, by their mother" and advises us that when it comes to 
work-life balance, to do as he says, not as he did. 



Reader Q&A 



Q: Work-life balance seems to t>e a problem mainly in America 
and perhaps Japan. Most European countries do not Impose 
such imposing work expectations; in fact, they take whole 
months off. Yet their quality goods and products are exported 
all over the world. Why will corporate America never learn? 
A: Research indicates that long work hours arc not simply 
imposed by companies but are a function of our work ethic 
as a culture. It's hard to recommend across-the-board policy 
changes in light of our superior productivity and the fact that 
emerging competitors (such as developing countries in Asia) 
work more hours than we do. Those of you in leadership 
positions should focus on driving productivity in sustain- 
able ways. (After a point, increased work hours actually 
decrease productivity'.) On an individual basis, we don't 
have to wait for corporate America to learn, since we have 
the final say o\ er what we do with our time. 

Q: Those of us In IT, Software Test and Quality Assurance 
often find ourselves at the end of the product release cycle. As 
a manager, I often stay late to handle demands so that my staff 
can go home. So their lives are more balanced, but mine's not. 

A: Peaks and \ alk > s exi.si in all project-driven ix»sitions, and 
accepting these jdlis means l>eing available when needed. The 
way to provide balance is to distribute the "late shift" among 

the workers and ensure 



Have a Leadership Question? 



For mora reader questions and 

answers from Susan Cramm. go 
online to www.cio.com/leadership/ 
executivecoach.html. 

cio.com 



that during the lighter times, 
people take comp time 
(regardless of comjjany 
policy). Work-life balance 
doesn't mean getting home 
at 6 p.m. every da\', but it 
does mean eliminating continuous 60-hour weeks and allow- 
ing people to catch their breath. 

Q: As an ex-CIO who managed to get fired before I died on the 
job, I suffered for three years under a Jack Welch advocate. 
After the dust settled, I still had my family and my health- 
things that bonuses and 80-hour weeks can't get back— and 
I vowed never to take them for granted again, I realized people 
such as Jack Welch and my former boss are driven by power and 
greed, and they are willing to sacrifice anything (and anyone) 
to get what they want. I'm sure their families will attest to this. 
A: I. too, was fortunate to have life get in the way (irniv inng 
weekly commute and hours. Congratula- 
tions on getting fired. BEl 

Susan Cramm is founder and president of Val uedance, 
an executive coaching firm in San Clemente. Calif. 
E-mail feedback to susanis valuedance.com. 
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The CIO title 

didn't come with a road map. 




With the success of your enterprise 
in your hands, knowing where to 
turn for advice is more than 
simply helpful. It's critical. 

Gartner Midsize Enterprise Summit will give you 
the strategic advice and visionary knowledge 
to make confident, informed decisions. 

Get the Answers. Pave the Way. 



f Midsize EnterpriseSummit 

enabling strategic IT decision-making 



WEST COAST 

September 18-21, 2005, Salt Lake City, UT 
UK & IRELAND 
June 7-9, 2005, Dublin, Ireland 
EAST COAST 

April 9-12, 2006, Hollywood, FL 



IT EXECUTIVES 

To qualify as a hosted guest, complete the online application at www.micJsizeenterprise.com/cio, 
or call 603-471-4247. 
IT VENDORS 

For opportunities to present your solutions to this executive audience, call 877-619-7956, x493. 



Don't miss this industry-leading event produced by Gartner, the undisputed world leader 
in technology research and advice for business success. 



Larry Selden 



KEYNOTE 



How to Avoid Merger 
Heartburn 

Before you go on an acquisition binge, you need to know who your target company's 
customers are and what they want 




As I recently noted in the Harvard Business Reviev), 
70 percent to 80 percent of mergers are consid- 
ered failures from an acquiring shareowner's 
perspective. Management has gone to the merger 
and acquisition gaming table on Wall Street over the past cou- 
ple of decades and placed billion-dollar bets using their owners' 
capital, despite knowing that the odds of winning were far worse 
than roulette. Is anyone surprised that the owners of these com- 
panies took a beating again and again? Deal activity during the 
past five years of the 1990s annihilated at least $1 trillion of 
acquiring shareowners' wealth, more than the entire dotcom 
bubble. Now, M&A activity is again rising. 

Why on earth do so many CEOs succumb to the most costly 
corporate vice of all time— M&A gambling? Based on more than 
30 years of working with companies in all types of industries 
around the world, I think the answer is simple. As conditions 
improve after an economic slowdown and intense cost cutting, 
lots of cash flows into companies, often far exceeding dividend 
and maintenance capital requirements. Investors rightly begin 
clamoring for management to commit this surplus cash to high- 
returning investments. Having picked the low-hanging fruit 
from cost management, top executives must now find more rev- 
enue. Examining their business plans, they find that the 
prospects for organic growth are far short of what is required to 
use available capital and meet investor expectations. Into this 
strategic void, bankers pounce with the "perfect" solution to the 
problem: a big acquisition. The deal will use a bunch of cash 
while meeting the Street's growth expectations. Or so it seems. 
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g ■ poweredbycisco. 

restlessness 



Cubicles in the form of wide-open spaces. 

Corner offices that look like company cafeterias. 
No matter where you wander to find inspiration, 
the wireless, self-defending networks of Cisco 
let you access the office anytime, anywhere. 
Learn how Cisco is helping change business at 
cisco.com/poweredby. 





productivity, powered by 




Tia r rySfslriftn keynote 



Reflect on all of the hoopla associated with HP's acquisition of 

Compaq. Four years later, after failing to delix cr on promised 
shareowner returns from that merger, the very visible and vocal 
CEO was asked to step down. In the meantime, archrival Dell 
gained shares in computers and began to make serious inroads 
into HP's primary source of profitabilitx ; printers. 

Are CIOs innocent bystanders in this process, or are they 
guilty of complicity? I think the latter— but therein lies a phe- 
nomenal leadership opportunity. Every CIO must assume his 
or her CEO will eventually succumb to the M&A temptation. 
Once the deal is done, the CIO gets the mammoth job of inte- 
grating the IT systems of the neciuiring and acquired compa- 
nies. It has to be done fast and cheap to meet the ambitious 
cost reduction promises made to sell the deal to investors. 
Other priorities get subsumed. Significantly, most aspects of 
customer service and care get short shrift. We've all experi- 
enced this phenomenon as customers of endlessly merging 
telephone companies and banks. 

A Customer-Centric Lens 

To avoid getting run over by the bad-deal train, a company needs 
to produce suEBdent organic growth— that is, find new invest- 
mcnt ()]ipnrtunities that earn retumsexceeding investors' min- 
imum requirements. Those returns must be able to endure the 
inevitable onslaught of competitors for years. Is there any key to 
finding such investments? Turns out there is, and this is it: The 
only truly sustainable high-return investments are invest- 
ments in customers. 

Products come and go. But the ability to acquire, retain and 
grow highh' iirofitahlc customers ne\ cr loses its power. In com- 
pany after company, I've found that the top 20 percent of the 
most profitable customers generate about ISO percent of the com- 
pany's total iirofits. That sounds inijiossible until one recognizes 
that the bottom 20 i:ercent often lose more than 100 percent of 
the company's profits. Figuring out who's profitable, who's not, 
and why are critical steps toward creating what I call a 'Truly 
Customer-Centric" company. After a company gains insights 
from these initial steps, management can begin the real work of 
segmenting customers and creating experiences for them that 
outstrip the competition and keep the profitable ones coming 
back for more. Customer-centricily al.so means organizing the 
business around customers to establish clear lines of account- 
ability and ingraining in the culture a never-ending customer 
learning process. Most CDmpanics claim to be customer-centric, 
but as customers, we all know from the poor experiences we've 
had that, too often, these claims are bold-faced Ues. True cus- 
tomer-centricity requires implementing each of the above steps. 
My experiences working with great companies that really get 
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The only truly sustainable 
high-returns come from 
investments in customers. 

this— such as IJest Buy and Royal Bank of Canada— convince me 
that implementing a customer-centric culture is by far the best 
way to generate sustainable high returns from your company's 
most important asset, its customers. 

But most companies can't even get started. They don't know 
who's profitable and who's not. They may know the profitabil- 
ity of the yogurt division or the Los Angeles store or the North- 
west region. But the overwhelming majority have no real clue 
whether John, Sue or Charley are profitable— or, if their cus- 
tomers are companies, whether GM, IBM or GE are profitable. 
Before you protest that you certainly do have a clue, know thai 
hundreds of leaders over the past decade have uttered similar 
responses to me, only to recoil in horror when, after working 
with their finance and marketing organizations, I show them 
that their ix rcejitions of who's profitable and who's not are 
seriously wrong. 

The customer perspective suggests a new way of looking at 
M&A. What are wc baying when we consummate an acquisi- 
tion? When one bank acquires another bank, it's buying 
branches, but more important, if s buying customers. When a 
software company buys another (nonstartup) company, it's 
buying customers. Yet here's what's ]irohabl\' on the CEO's 
mind, if he's being honest with himself: I'm clueless about the 
{Mt>fitability of my own customers; Vm less than dueless about 
the profitability of the customers I'm acquiring: but I'm off to 
the unfair Wall Street casino to place a multibillion-doUar bet 

By the way, the Wall Street casino is stupendously costly in 
investment banking and legal fees. Only the most ignorant gam- 
blers would dream of going to Las Vegas without knowing the 
basics— such as the number of suits or face cards in a deck of 
cards, or the number of black and red slots on the roulette 
wheel— yet CEOs do the equivalent with almost every M&A deal. 

The CIO has the responsibility— and in my opinion even 
the fidudary obligation— to ready her company for the 
inevitable M&A war. Think how favorably the odds of winning 
would swing if a company truly understood its customer prof- 
itability and knew how to take advantage of it. For example, 
suppose a truly customer-centric technology provider knew 
the profitability of its existing customers and had hard data 
indicating that many of its highest-value customers would buy 
even more of its products and be far less susceptible to poten- 
tial competitors if the comiiany could strengthen specific com- 
ponents of its service offerings; faced with a target acquisition 
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opportunity that would provide the missing element from its 
current value proposition, this company could actually com- 
pute the incremental impact of the acquisition on its customer 
profitability. But more important, it would know how to cap- 
ture the benefit of that missing value element from specific 
customers. Finally, it would know exactly how much it could 
pay for the acquisition, given the expected impact on customer 
profitability, without destroying value for its shareowners. 

The leadership opportunity for ClOs doesn't end there. 
Drilling down on the profitability of individual customers nat- 
urally leads to putting those customers into sufficiently homo- 
geneous groups that can be served with similar offers. Allowing 
all employees who affect the customer experience to be in on 
this exercise of segmenting and then subsegmenting customers 
requires the integration of multiple financial, marketing 
and HR databases. Royal Bank of Canada has made excellent 
progress over the past few years in integrating these pieces. 

To make all this work, the CIO must act as a leader, .sound- 
ing the need to prepare for war— either in the M& A arena or in 
the battle for customers in a company's existing markets. That 



is impossible if the CIO doesn't enlist the full partnership of the 
CFO, CMOand head of HR. Becoming truly customer-centric 
is a team sport, requiring leaders who understand the roles 
and responsibilities of all the players and who encourage every- 
one on the journey to win. 

Absent CIO leadership, the odds are high that company after 
company will return to the Wall Street casino to get a growth 
fix the easy way. CIOs will get handed the no-win task of patch- 
ing together incompatible systems on limited budgets, while 
the best customers and most valued employees grumble at 
their experiences and defect to other companies in search of 
true leaders. BE] 



Larry Selden is Professor Emeritus of Finance and Economics at Colum- 



bia University's Graduate School of Business; Senior 
Fellow at The Wharton School: and founder of Selden 
& Associates. He is coauthor of Angel Customers & 
Demon Customers. He can be contacted at Is49@ 
columbia.edu. Please send your comments to Execu- 
tive Editor Al ison Bass at at5ass@c/o.com. 
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IT at KeySpan was once 
perceived as an "unfriendly, 
unapproachable organization 
unwilling to collaborate." 
VP of IT Frank La Rocca 
changed that by creating 
a culture of transparency 
through monthly progress 
reports for the entire IT 
L portfolio. 




Part of the CIO Leadership Agenda series 



per-cep-tion n. a thought, belief or opin- 
ion, often held by many people and based on 
appearances. 

-Cambridge Dictionary of American English 



PLUS SEEING IS BELIEVING 

Transparency, the let-lt-all-hang-out style of IT 
management, isn't scary: it's empowering. And 
it's a fundamental step for improving how the 
business perceives IT. Three companies demon- 
strate three paths to transparency Page 58 



Oscar Wilde wrote, "The cynic knows the price of everything and the 
value of nothing," and today, within far too many businesses, his 
aphorism aptly describes the problem with the perception of IT. 
Those who doubt IT's value (and rail against its cost) arc every- 
where—in the boardroom, among the CXO ranks, heading up busi- 
ness units and among the end users. 

True, CIOs are making tremendous strides toward boosting IT's 
credibility. Many are overseeing a balanced portfolio of IT work and 
practicing good project management. Some have figured out how to 
run their IT shops like disciplined businesses. And plenty of IT 
chiefs have a seat at the executive table. 

But data from our new survey, "Turning IT Doubters into True 
Believers," indicates that the business side's take on IT is still less 
than stellar. Even among companies with a solid reputation in the IT 
community, the average business perception of IT's value is an unim- 
pressive 6.05 on a scale of one to 10 (with one being extremely neg- 
ative and 10 being extremely positive). 
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The biggest complaints? IT costs too 
much. It takes too long to deliver benefits or 
doesn't deliver them at all. IT is a commod- 
ity that fails to deliver differentiation. It 
doesn't line up with business strategy. 

In many cases, these perceptions of IT are 
misperceptions, based on a lack of under- 
standing or awareness. Not that that mat- 
ters. "When you get to a certain level in an 
organization, perception is reality," says 
George Tillmann, vice president and CIO of 
Booz Allen Hamilton, a $3.1 billion man- 
agement and IT consultancy. "You can argue 
[that it's unfair) til you're blue in the face, 
but it really won't get you anywhere." 

Because people act on their perceptions, 
whether valid or not, a negative view of IT 
can have real consequences for the organi- 
zation. Most notably, according to survey 
participants, companies that value IT less 
miss out on opportunities for innovation 
and growth and, ironically, spend IT dollars 
inefficiently. "If a business doesn't believe 
in IT and doesn't believe that investing in 
IT is a choice that will produce results, they 
can put themselves at a competitive disad- 
vantage" to companies that believe in IT and 
do invest, says Michael Gerrard, vice presi- 
dent at Gartner. 

The good news is that CIOs can change how 
the business perceives IT and its value. Using 
a combination of measurement and commu- 
nication practices, along with alignment- 
enhancing moves, CIOs can turn adversaries 
into allies and doubters into true believers— 
that is. businesspeople who regard IT as a 
strategic partner capable of delivering high 
value to the enterprise. The CIO's success 
depends on it. "You absolutely have to have 
people that believe in you," says Dave Holland, 
CIO of Genesys Health System. 

It won't be easy. Business leaders may be 
loath to commit their time or resources to 
getting involved in IT, and lack of a clear 
framework for valuing IT can handicap CIOs 
seeking to raise IT's reputation. And per- 
ceptions, particularly long-held ones, don't 
disappear overnight, or even with a success 
or two. Changing minds takes consistent 
effort, not only in terms of deli vering IT value 
but in measuring that value, communicat- 
ing that value and enlisting the business to 
help IT deliver that value. 




But for those who succeed in making 
believers out of the business, it's worth it. 
Benefits amount to a virtual wish list for 
most CIOs: increased credibility with the 
business, closer alignment with business 
objectives and improved ability for the CIO 
to influence the business. 

It's impossible to improve how IT is per- 
ceived without basic competence in the func- 
tion and some level of system implementation 
success, but simply being competent or 
achieving a major project win is not enough. 
CIOs must be proactive and consistent about 
spreading the good news of IT value with 



effective measurement, alignment and com- 
mimication (see "The Best Ways to Change 
Perception," opposite page). Using a combi- 
nation of these best practices tailored to their 
specific situations and needs, CIOs can attack 
the following typical complaints about IT. 

" IT projects are always late, always 
over budget, and always hard to 
track and understand." 

When Frank La Rocca was asked to take 
over as vice president of IT at KeySpan two 
and half years ago, he met with each of the 
senior corporate officers at the $6.7 billion 
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One Armstrong Floors executive simply said: 
"I hate IT." To change that. CIO Don Martin's 
strategy was to build relationships with all the key 
business influencers and communicate how IT 
relates to their top Initiatives. 



The Top Perks of Positive Perception 

Improving how the business perceives IT pays off for both 
the IT department and the company by... 

1. Increasing IT credibility with the business 

2. Fostering closer alignment between IT and business objectives 

3. Improving teamwork between IT and internal business partners 

4. Promoting wiser investment choices in IT-business initiatives 

5. Improving the ClO's ability to influence the business 

The Top Consequences of Negative Perception 

If ClOs fail to improve how/ the business perceives IT. 
the most likely outcomes are... 

1. Missed opportunities for innovation and growth 

2. Inefficient IT operations 

3. IT budget cuts 

4. A decline in IT employee morale 

5. Internal customer resistance to business process change and 
system deployments 

The Best Ways to Change Perception 

These endeavors are rated by IT leaders as the most successful in 
improving how the business perceives IT's value 

1. Have the business sponsor share ownership and accountability with IT 
for IT-business initiatives. 

2. Conduct strategic planning meetings that include business leaders. 

3. Have a consistent governance process for IT investment decision making. 

4. Regularly present IT efforts and achievements to the board, the executive 
committee and other governing bodies. 

5. Track IT's record in completing projects successfully. 

6. Employ internal relationship managers to work with the business. 

7. Tie IT compensation or bonuses to business-oriented performance measures. 

8. Conduct internal customer satisfaction surveys for IT services and value. 

9. Have the CIO meet regularly one-on-one with CXOs to communicate IT value. 

10. Encourage business sponsors and users to communicate the value gener- 
ated by IT-business initiatives. 
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president title, with the remainder t>eing IT directors and managers In terms o( company size. 22% had revenue 
greater than $10 billion, 28% had revenue from $1 billion to $9 9 billion, and 43% had revenue of less than 
SI billion, (The remainder did not provide a revenue figure.) Twenty-eight percent were rroncomputer manufacturing 
companies. 15% were financial services companies, and 10% were government organizations, with the remainder 
distributed across 17 other vertical industries 



Utility company for at least an hour. Alone. 
Tho company's IT budget was high, and IT 
transparencv was low. The execs La Rocca 
spoke u itii said Ihey couldn't understand 
what IT was .s|)ending all that inoiie\ on. 
They said they were approv ing projects hut 
not getting updates on them. They felt dis- 
connected, out of the loop. They noted that 



few projects were completed on time or on 
budget. 

"The real itch for us was the inability to 
get clarity around where IT resources were 
being ex]3endcd— money as well as people— 
and how those decisions were being made." 
recalls Key Span President and COO Robert J. 
Fani. "There was no receptivity to look at 



benchmarking or performance metrics for 
themselves. [IT was] unwilling to look at out- 
sourcing versus insourcing. And the icing on 
the cake was their inability to communicate 
in a way in which they could be understood." 

The perception of IT within KeySpan was 
an "unfriendly, unapproachable organiza- 
tion unwilling to collaborate." Fani says. 
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La Rocca sums it up: "The business had 
lost faith in IT." 

Things started to change just when they 
looked their bleakest— on the day Fani called 
La Rocca into his office to tell him he'd been 
been getting endless complaints about how 
IT projects were not getting done on time. 
La Rocca responded by showing Fani a 
scorecard he'd been using to track IT project 



"A lot of ClOs wrestle with business 
customers who are very vocal critics of IT 
but won't invest five minutes intryingto 
make it better." 






■RICK ROY, CTO, CUNA MUTUAL GROUP 



success. In the past year, the IT department 
had been working on 43 projects, only three 
of which had been late. Two of those three 
had been delayed deliberately! only one was 
truly behind. 

It was at that point, La Rocca believes, that 
Fani began to question the validity of his 
own perception of IT and started to give IT 
the benefit of the doubt. 

"You have to be able to show people the 
facts in a nonconfrontational way," explains 
La Rocca. 

La Rocca took his experience with Fani and 
extended it to the rest of the leadership team. 
He began to share with them all the data col- 
lected on IT performance on a monthly basis. "I 
bring the entire portfolio in front of them— 
how much we spend versus what was bud- 
geted, what the issues are with each project and 
the basic progress status of red, yellow, green." 

By the end of the first year, the impact of La 
Rocca's regular updates on IT progress and 
achievements was palpable at budget time. 
La Rocca told the executive committee, "We 
can absolutely live within these budget con- 
straints, but by the way, if you would see it in 
your purse strings to give us this much more, 
1 could deliver this for you. It's up to you. It 
doesn't matter to me." The executive com- 
mittee considered it, and gave him the addi- 
tional funding. "They felt enough trust in the 
process and transparency we had provided, 
and they didn't even have to second-guess it," 
says La Rocca. (For more on the power of IT 
transparency and how to achieve it, see "See- 



To change the perception of IT at CUNA 
Mutual Group from one of a commodity 
provider and cost center. CTO RickRoy 
communicated IT's overlooked value using 
a framework simplified and tailored to 
his business audience. 
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IT: Under New Ownership 

When business leaders champion technology projects, 
the perception of IT improves 

Most CIOs believe that business ownership of IT projects ultimately increases 
the success of technology adoption, which leads to more value coming from IT 
initiatives, which creates a better opinion of IT efficacy. According to our survey 
"Turning IT Doubters into True Believers," business ownership of IT initiatives is 
the single most effective way to improve perception of IT's value. 

But it won't happen without a push from the CIO. It's taken Dave Holland. CIO 
of Genesys Health System, three years to get the executive team to adopt a policy 
that no IT project gets slated unless there's a business champion. "I had to con- 
vince them why ownership by the business was critical," says Holland, who over 
the past few years made more than 50 presentations explaining why the hospi- 
tal's electronic medical system (EMS) was not an IT project but a Genesys Health 
System project. To implement the EMS. for example, project leaders needed to 
understand nursing workflow in the hospital, then match that to the system, mak- 
ing modifications to the system and processes where appropriate. The business 
leaders gradually came around, and ultimately, the nursing department became 
the owner of the system, which was fully implemented in April. 

Project champions can be relied upon to go to bat for IT, "Once we gain their 
expertise and their ownership and we implement a system, they're out there 
saying, Here's the system I helped design to make our lives better. Let's use it," 
says Holland. "And user adoption is where the success is." 

The toughest constituency Holland had to bring on board were the doc- 
tors, who could take or leave IT (and tended toward the latter). So IT manage- 
ment started doing "physician rounds" every few months, actually watching 
the doctors work to see what problems they had with systems and how they 
could improve them. Often, the fix would be simple— more computers in the 
ER. Holland also invites doctors to work with IT on prototypes for new systems. 
"When they see their ideas incorporated into the production software, they 
know we are listening to them," and their opinion of IT improves, says Holland. 
"We're getting far along with the docs. They're now excited about the new sys- 
tems and push us to move faster" -S.O. 



ing Is Believing," Page 58.) 

Fani sees progrress at last. "It's taken about 
a year to get to the point where both the lines 
of business and the corporate functions are 
embracing this new IT culture." 

" For a commodity, 
IT costs too much." 

At CUNA Mutual Group, the big complaint 
was that IT cost too much. "The IT budget 
was growing by double-digit percentages each 
year, yet there were issues with projects and 
deliverables." says CUNA Mutual's executive 
vice president and CFO, Jeff Holley. "Some- 
one like me gets very cost-focused when we're 
not getting value out of an area." CTO Rick 
Roy couldn't argue the point; he knew he had 
to get it's costs in line before even thinking 
about changing minds about IT's value. 

Roy's challenge at the $2.4 billion company 
was "changing the conversation about costs 
into a discussion about value." He first 
focused on getting IT costs down through ven- 
dor renegotiation and redeploying resources, 
ultimately cutting his budget by 20 percent 
over an 18-month period. Roy also "blew up" 
the IT reporting structure, embedding man- 
agers deep within business lines, where they 
reported directly to business unit leaders and 
only indirectly to IT. It was all part of the effort 
to "shift perception away from a commodity 
idea of IT and drive alignment with the busi- 
ness," he says. 

Roy followed cost-cutting by benchmark- 
ing internal IT operations against peer 
groups. In some areas, his group was very 
cost-competitive. In others, they "weren't 
bad," he says. Roy did a full disclosure of his 
findings with corporate leadership. "We 
said. Here's where we stand, and here's what 
we're doing about it." says Roy. "It was a fact- 
based conversation. And the company could 
finally start to make decisions about IT 
based on data and not just perception." 

Roy knew there were some big successes 



Analyze the Data 



For full results of C/O's survey TURNING I.T. 
DOUBTERS INTO TRUE BELIEVERS, featuring 
specific practices with the most and least ROI, 
go to the online version of this article at 
www.clo.com/060105. 
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happening within IT, but they weren't get- 
ting any attention. "Some things were going 
very well, but they were the best-kept secrets 
on the planet, and we had to ask. Why aren't 
we getting any credit for this?" Roy says. IT 
created monthly reviews for the heads of 
business units, updating them on service 
delivery and execution within their units. 
"That discipline really raised awareness 
about the amount of work and collaboration 
that was really going on." Roy says. 

The combination of cost-cutting and com- 
munication began to make a difference. "The 
fact that IT costs came down and we started 
to see a noticeable improvement in quality 
drove a significant improvement in percep- 
tion," says Holley. 



The key hurdle at CUNA Mutual, and one 
of the biggest barriers to improving percep- 
tion according to our survey, was lack of 
business leader interest or time to invest in 
these efforts. "A lot of CIOs wrestle with 
business customers who are very vocal crit- 
ics of IT but won't invest five minutes in try- 
ing to make it better," says Roy. "But you 
have to get on their wavelength. And if you 
get their time, use it wisely." 

For Roy. that meant quickly communicat- 
ing the connection between the ixjsitive things 
IT was doing and the value those activities 
generated for the business. His IT department 
uses a very detailed cost-benefit analysis 
model for all projects over $250,000, a 
monthly Balanced Scorecard for all IT efforts 
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and monthly management reports tailored to 
each business unit. Roy had to take this com- 
plex internal IT value framework and whittle 
it down to one chart to show to business peers. 
"It was a challenge for us. How do you take a 
robust IT strategy and simplify it? You're 
never going to have five hours to take the CEO 
or the board through it," he says. "You have to 
give it to them in 10 minutes, and if you get 
their interest, then you can go deeix-r." 

" You may think you're aligned, but 
you're not aligned with me." 

"I hate IT." That's what you'd get from one 
former sales executive at Armstrong Floor 
Products North America, a division of Arm- 
strong World Industries, if you asked him 
what he thought of the company's technol- 
ogy group. For him, IT was to blame for the 
problems he'd had with his PCs and his data. 
He certainly had no concept of or interest in, 
what IT could do for him, says Vice President 
and CIO Don Martin, who joined the $3 bil- 
lion manufacturer three years ago. 

What was missing, in Martin's eyes, was 
real alignment between IT and the business. 
And the best way to get that, he believed, 
was to embed IT in the business units. So 
six months into his tenure, Martin reorgan- 
ized his staff of 200 and created a business 
relationship management group, with IT 
managers working to understand business 
processes, initiatives and strategies. 

That done, he began working on a cam- 
paign to turn around the 
perception of IT's business 
value. He and his four IT 
directors identified the top 
40 opinion makers at Arm- 
strong. They sent them each 
a questionnaire, asking 
them to rate IT on a value- 
capability scale. The IT 
directors then divided the 
opinion makers among 
themselves, and approached 
them with the new IT mes- 
sage: IT wanted to align 
with them and help them 
deliver business value. 

But they couldn't just 
show up like door-to-door 
salesmen, pitching a prod- 



"When you get to a certain level in an organ- 
ization, perception is reality. You can argue 
that it's unfair til you're blue in the face, 
but it really won't get you anywhere." 

-GEORGE TILLMANN. CIO, BOOZ ALLEN HAMILTON 
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uct no one had asked for. Instead, Martin 
and his directors leveraged the insight of the 
business relationship management group. 
Armed with knowledge of each business 
unit's needs, the IT managers approached 
the execs with something that was actually 
important or interesting to that individual. 
"There wasn't a single one of them that didn't 
have something they needed from IT," 
explains Martin. They also used the initial 
assessments of IT's value to address each 
person's doubts or concerns. 

Martin's goal was clear: Establish rela- 
tionships with the businesspeople based on 
their key initiatives; communicate how the 
IT organization was relevant to those initia- 
tives; achieve at least an 80 percent success 
rate in influencing those opinion makers; 
and ultimately, make working with IT a part 
of doing business at Armstrong. 

Since that time, Martin and his team 
have gone back to those key influencers 
with another request to assess IT's value 
and capability. There's 
been an uptick in the rat- 
ings, but acknowledges 
Martin, changing per- 
ceptions takes time. "At 
least two to three years," 
he says. 

What about the sales 
executive who hated IT? 

"He was a big mountain 
to climb, but we're making 
good progress there," says 
Martin. He may not yet 
love IT, but he has begun 
to invite IT to his strategic 
planning meetings. And 
good thing— he's now pres- 
ident and CEO of Arm- 
strong Floor Products. 



Beyond the Money Pit 

Successful IT leaders keep an eye on anything 
that indicates positive or negative movement 
in IT's reputation, from quantifiable things 
such as customer satisfaction surveys and 
post-implementation audits to more anecdotal 
evidence such as being invited to strategic 
meetings or the chat around the watercooler. 

"I listen for the number of positive com- 
ments versus negative comments," says La 
Rocca. "And today there seems to be more 
positive than negative, with comments like, 
'I didn't know IT had it in 'em,' or 'Wow, 
we've never seen this information before,' as 
opposed to, 'Oh yeah, IT, the big black box. 
IT, the money pit.'" 

Dave Holland. CIO Of Genesys Health 
System, keeps an eye on system usage in the 
hospital. IT true believers will use the sys- 
tems to their full potential. In fact, Holland 
takes complaints about systems from doc- 
tors as a positive sign. At least, they're sold 
on using them. (See "IT: Under New Own- 
ership," Page 54, to learn how Holland got 
medical users to sponsor IT projects.) 

CIOs agree that turning IT doubters into 
true believers is an ongoing process. Roy has 
seen the results of his quarterly customer 
satisfaction surveys take a definite upturn 
over the past 18 months, from the 60th per- 
centile saying IT meets or exceeds exjaecta- 
tions to close to 90 percent. But that, he says, 
just buys him more time to make improve- 
ments. "It's a marathon, not a sprint," he says. 

"It's an ongoing challenge," agrees La 
Rocca. "I take two steps forward and one step 
back every day. And given the complexity and 
magnitude of IT, I don't think you're ever fully 
there. But that's what keeps it exciting." BEl 

CIO Senior Editor Stephanie OveriDy can be reached 
at sover(5y@cio.com. 
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Transparency, the !et-it-all-hang-out style of IT management, isn't 
scary; it's empowering. It's what is freeing IT up to be more competitive, 
effective and resourceful. Three case studies demonstrate how service- 
level agreements, chargeback and the Balanced Scorecard help create 
transparency and better align IT with the business. 




When it comes to changing the perception of IT's value in the business, transparency is a fundamental first 
step. Substandard IT departments happily hide behind a veil of opacity. They don't want the business to 
know what they're spending on IT, what performance levels IT is meeting [and missing], or how project 
success rates are trending. But any IT group intent on turning doubters into believers must court IT per- 
formance visibility. CIOs can't assume that success speaks for itself. 



rr;ins|);)ri iK y is oiK'ii-biHik IT manage- 
ment, enabled by two cornersV^ncs of any 
true-believer campaign: measurement and 
communication. With transparency, busi- 
ness pla\ ers see wliat Ihey are consuming 
from IT— in services and products— and 
know hi iv\ niiicli it all costs. They know 
what c iis(()Tn( rscr\ ice lexVIs they're receiv - 
ing and u lii'thcr IT is meeting its promises. 
And the\ km lu the state of their jirnjccts in 
the pipeline. It s all there, accessible by man- 
agers IVom the CEO on down. It's also front 
and center lor the whole IT staff. \ 
/Transparency liberates the CIO. When\ 
someone asks what IT is doing w ith all that 
loney, the CIO won't have to ]ianic. Open a 
age on the intranet, click on the lialanced 
Scorecard report or the service-le\ el dash- 
board or the chargeback records, anfl yi ui'Il 
have \ cnir answer. In fact, the CIO can 
jxirrse the question and ask. What are \ ou 



doing wilh all that IT? 

Ti'ansparenc\ of ITcoslsand services evens 
the scale for internal IT departments. Outside 
liro\ iders know what they can provide at what 
cost, giving them a competitive edge over an 
internal IT department that lacks such 
knovvlcf Ige. ACID who knows costs and serv- 
ice levels cold can Fight back and win. 

But transparency isn't just about self- 
preservation. When service levels are set, 
tracked and r(/portcd to the enterprise, the IT 
staff mind set becomes customer-focused 
rather than technology-centric. 
/ Financial visibility can also make better 
IT investors of the business users. When the 
head of nrarketing gets a monthly bill itcm- 
'izing costs for applications, storage and 
other IT consumables, she better appreciate 
the costly, limited resource that IT really is. 
The business will share accountability for 
ULusiige, which can lead to more prudent 



IT investments on initiatives that truly align 
with business goals. 

Transparency changes the rules, benefit- 
ing both the CIO and the business. 

There are many tools for cultivating 
transparency. In the following case studies, 
we've chosen to focus on three of the more 
controversial and complex: internal service- 
level agreements (SLAs), chargeback and the 
Balanced Scorecard. SLAs make IT perfor- 
mance transparent to users at Hines; 
Chargeback provides IT with financial visi- 
bility at Southern Company; and the Bal- 
anced Scorecard does a bit of both for BNSF 
Railway. All three tools are difficult to imple- 
ment, cost time and money to sustain, and 
have potential political ramifications. But if 
deployed well, companies will lift the black 
curtain obscuring IT, ignite the bright lights 
of transparency and set the stage for a better 
perception of IT's value. 
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Satisfaction Guaranteed? 



D 
U 

u Mines uses service-level agreements to improve user satisfaction— 

I and to show just what IT does with its staff and resources 



Service-level agreements are one of those polarizing 

issues in IT: You eithe r love them or hate them. Anti-SLA 
CIOs say the agreenier Is only serve to force IT departments 
into positions of subscr I'icnce to the business and perpetuate 
the stereotype of IT departments as service providers as 
opposed to business partners. Pro-SLA CIOs, by contrast, 
view the documents as a means to transform technology- 
focused IT workers inl o customer-friendly, business-savvy 
employees— and as a m ?chanism for explaining exactly what 
IT does with its staff an d budget, and the value that the busi- 
ness gets from those re: ources. 

Gerhard Karba, the ( 'lO of Houston-based real estate giant 
Hines, is an advocate ( f SLAs. He says IT is better off pre- 
emptively setting servic e-level expectations with users rather 
than defensively scramt ling to react to the business's demands 
for higher levels of ser' 'ice. So he and his staff spent most of 
2003 proactively devek ping an internal SLA for Hines. Karba 
saw the SLA as a way t< i increase business users' satisfaction 
with IT, to get both the I usiness and IT to agree on reasonable 
expectations for servic '. and as a performance management 
tool: The SLA establish ed ba.selines for performance against 
which IT workers woul d be measured. 

Since his internal SL A was implemented more than a year 
ago, Karba has seen otl er benefits he hadn't anticipated. For 
instance, he was able to prevent the IT steering committee 
from cutting the help iesk by .30 percent during a budget 
review in December 2(i03; instead, the help desk sustained 
15 percent in budget culs. The SLA provided Karba with the 
visibility into IT performance, service and the cost of that 
service that he needed to convince the company to be gentle 
with the help desk. " Wir h tha t-rnf o rrn at i o n tr a n spa re nt. it was 
easy to explain the impact further cuts would have oi i the level 
of service the help desk could provide," says Karba. 

Few companies develop such beneficial internal 5 LAs. The 
Robert Frances Group reports that many SLAs bri 'ak down 
prematurely because they're based on unattainabl " guaran- 
tees that end up stretching IT staffs too thin. Anothc • primary 
failing is in undcrrslimair the cost of providing various levels 



of service. At Hines, the SLA was written by the people who 
were going to be held accountable for meeting the guarantees 
in it. leading to an important balance between what was rea- 
sonable for IT, and what was optimum for users. 

Setting the Standard 

Hines' internal SLA was initially focused on the help desk 
and later expanded to server support. Karba asked his help 
desk, customer support and training group to draft the SLA. 
Putting the effort in their hands helped curb the kind of resent- 
ment and pushback from the IT staff that frequently stymies 
such initiatives. Meanwhile, support staff knew going into the 
project that they couldn't set standards too low because busi- 
ness users had to sign off on the agreement. Plus, Karba was 
going to review what they drew up to ensure the commitments 
they made adequately stretched their abilities without over- 
burdening them. 

To figure out what guarantees they were going to make in 
the SLA, support staff analyzed the lifecycle of a trouble ticket, 
the kinds of calls that come into the help desk and typical 
respon.se times. Poring over reports from their Magic Soft- 
ware help desk system, they identified the total number of 
tickets that arc generated on any given day and categorized 
help desk calls by type of request (such as a hardware or soft- 
ware issue) and by level of urgency (that is, whether the call 
was a high, medium or low priority). High-priority calls have 
to do with users losing connectivity. Requests for new com- 
puters, provisioning IDs for new employees and deprovi- 
sioning terminated workers are examples of medium-priority 
issues. Decisions about priorities were also weighed against 
business goals. For example, any call having to do with the 
company's cash management system qualifies as a high pri- 
ority since that system is an essential part of Hines' core busi- 
ness, real estate transactions that deal with money, banking 
and wire transfers. 

Donna Mason, the director of customer relations, support 
and training in Hines' IT department, who worked on the cre- 
ation of the internal SLA, says support staff discussed at length 
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the guarantees tliey were going to make because they were 
uncomfortable with committing to a set amount of time to 
resolve calls, given the fact that even the most simple requests 
for help can turn into complex conundrums. After all, support 
staff wanted to be able to meet the commitments they were 
making. So they decided to give targets for response and esca- 
lation times, but not for resolution limes. 

The cost to provide service also had to be taken into con- 
sideration. For example, if the\' wanted to respond to all 
calls within four hours, they had to figure out how many 
people they'd need on the help desk and what that labor cost 
would be. 

Karba notes that the law of diminishing returns also 
applies when setting service levels. For example, IT might 
have to spend a million dollars a year just to increase service 
by 10 minutes, says Karba, which is unjustifiable. 

In addition, support staff had to factor into the service lev- 
els the content of the service-level contracts they had made 
with their IT vendors. 

A Pilot Approach 

After coming up with their draft and getting Karba "s sign-off, 
the support group piloted the SLA for several months. The 
group wanted to make sure users understood the agreement 
and that they could meet the commitments they had made. 
The support group picked six business users to give them 
feedback on the SLA. Notably, they did not have any business 
users sign off on the priority categories of calls. "Whenever 
[business users] have a problem, they automatically think it's 
urgent," says Mason. "We had to set a precedent." 

During the pilot, users didn't have any complaints about the 
service levels IT had set. but users did tell the help desk group 
that they wanted more contact from the help desk as to the sta- 
tus of their requests as they were being processed. The base- 
lines the support group established were on target, and they 
published a final version of the help desk SLA in spring 2004. 

The SLA developed for the server operations group saw 
more changes. Even though that SLA was also piloted and 
users gave the server operations group their seal of approval, 
other IT groups wound up requesting more changes six 
months after the SLA was implemented, says Karba. For 
instance, the IT groups wanted the server group to track 
memory and CPU utilization, so those elements were added to 
the SLA. 

"Our internal people were very glad to have [the internal 
SLA] because it takes some of the pressure off them." says 
Mason. When users call the help desk, support staff feel com- 
fortable telling users what they plan to do for them and no 
longer worry about having to meet some unrealistic expecta- 
tion for service, she adds. 

The help desk group's progress and the server operations 
group's progress measured against their SLAs are tracked 
and shared with both business users and IT. 



Six Stepsto SLA Success 

Service-level agreements call for 
careful planning 

1. Sell your staff on the value of internal SLAs. 
Explain how the baselines established in the SLA 
will let them know exactly where they stand in 
terms of their performance. 

2. Build buy-in by giving some control over the 

agreement to the individuals who will be held 
accountable for meeting the internal SLA. Ask 
them, for example, to come up with a first draft. 

3. To prevent those same individuals from setting 
the bar for service too low, tell them users will sign 
off on the agreement. 

4. Consider the cost of providing various levels 
of service. 

5. Factor into your internal SLA the commitments 
your vendors have made to you about the levels of 
service they can provide. 

S. Pilot the SLA for feedback from users and to make 
sure your IT staff can meet its commitments. -M.L 



A Win-Win 

Since Karba introduced the SLAs, he has used benchmarking 
to show that his IT department is providing the same or bet- 
ter service than an outsourcer at a lower cost, he says. In addi- 
tion. IT'S score on an employee satisfaction survey improv ed 
by 12.5 percent from 2000 to 2003. Karba estimates he saved 
at least $100,000 between July 2004 and December 2004 by 
better allocating computing resources because of his ability to 
measure actual server performance against the baselines 
established in the server operations' SLA. And the SLAs have 
boosted the business's perception of IT by setting goals and 
then delivering on them. "It's important to set expectations 
and to allow for accountability." says Alison Anderson, vice 
president and controller for Hines' Southwest region. "The 
[SLA] makes the IT group accountable for supporting the 
tools we need to achieve our goals. It's courageous for them to 
put it out there and to be measured by it." 

Given all the good that's come from his internal SLA. Karba 
can't understand the logic behind the idea that internal SLAs 
force IT departments into the role of service provider as 
opposed to business partner. "How much of a partner are you 
if you're not providing a service?" he asks rhetorically. "Busi- 
ness units are paying big bucks for IT. Doesn't it make sense to 
give them some guarantee of service levels with the money 
they spend?" Another lesson: It's not SLAs on their own that 
make IT departments partners with the business, but how IT 
creates and uses them, as Hines' IT department has shown. ■ 



62 



JUNE 1, 2005 I www.clo.com 




..and then there's Inter Centrino~ mobile technology. 



MOBILE 
TECHNOLOGY 



Intef Centrino" mobile technology for 
laptops is designed from the ground up 
to make anything else feel limiting. It 
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i The Price of Success 

H 
n 

H How Southern Company started billing the business for IT expenditures, creating 

< enterprisewide accountability and inspiring more rational investment approaches 



Billing IT costs back to the business can instill a 

sense of user accountability and a desire to consume IT 
resources more efficiently. It can also inspire very creative 
and misguided cost-cutting schemes among users. When 
Southern Company, one of the country's largest electrical util- 
ities, started charging its business units for IT telecom costs 
based on available capacity, a business manager got the bright 
idea to reduce the charges by constricting the capacity of his 
telecom pipe. In another incident. Southern allocated data net- 
work charges based on the number of PCs in a department, 
inspiring managers to unplug desktops from the network. 
While Southern headed off these schemes Ijefore they could do 
harm to worker productivity, these schemes showed Southern 
that it needed to get smarter about how it did IT chargeback. 

Some CIOs wince at the mention of chargeback, the practice 
of billing some or all IT expenditures back to the business 
units that consume IT services. They envision resentful users 
and the tedium of the accounting. But many swear by its power 
to spread IT cost accountability and responsible consump- 
tion throughout the organization. "It puts responsibility for IT 
spending on everyone's shoulders," says Becky Blalock, senior 
vice president and CIO of the $11.9 billion Atlanta-based 
Southern. "It's easy to order desktops for your employees 
when the cost is billed to some other group. But if you have tO/ 
pay for and manage that cost yourself, it forces accountabil 

Southern has had more than seven years to learn lipw to do 
chargeback right. It was in the mid-1990s when^ services 
were reclassified as individual products and hjHed by demand 
to the businesses. The move was part of a ii lajor IT restruc- 
turing initiated by Tom Fanning, Southen "s current CFO, 
who at the time was serving a stint as CIO The results, he 
says, have been transformative. "Today, IT i; not just viewed 
as a cost center where money goes in and not ling comes out," 
says Fanning. "You know what you're payin 5, and you know 
what you're getting for it." That knowledge ha > improved over- 
all perception of IT's value and fostered mo e disciplined IT 
investment throughout Southern's nine suHsidiarii?^ With- 



out chargeback and the centralized, standards-based gover- 
nance model Fanning also initiated. Southern's IT costs would 
be at least one-third higher, he estimates. 

And without the financial transparency that chargeback 
creates, there might not be an internal IT department at all. 
When Fanning initiated the program, no one could prove that 
IT was competitive with outside service providers. Today,^ 
based on benchmark data and live RFPs, Southern knows t 
internal IT delivers products and services for $36 millK>n less 
than what outsourcers would charge to provide the safrie serv- 
ice levels. "I compete with vendors every day ti(at, if I don't 
meet with them, will go to the business uniparand say. We can 
save you money," says Blalock. "If the bji^ness doesn't know 
what it's costing and what value thp^e getting, then it's easy 
to believe what the vendor is selMng and decide to outsource 
this whole thing." 

"If nothing else," sai^^^alock, "transparency isjobsecuritj 
for me." 

The $3^50-a-Month PC 

Southern divides its $245 million IT budgerjfffo four charge- 
bapk^uckets— products, services, applioidons and corporate- 
filled services— each allocated in difrerent ways to different 
customers. 

In the products bucket argots, laptops, printers, PC-based 
software and field opepafions labor. PCs, for example, are 
billed at $39.50 per nj<5nth, which includes the hardware, oper- 
ating system, la)»<5r for setup and eventual replacement, and 
financing chiffges. These bills are sent to specific user groups, 
and c o^tg^re tied directly to the number of PCs deployed in 
those groups. 

The services bucket holds charges for services performed 
solely for the benefit of one user group in a business unit or 
function, such as a service that requires an IT field support 
person to work on information technology within a specific 
power plant. These charges are directly billed to that exclusive 
business rontiimpr a 
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The applications bucket includes costs to build and main- 
tain applications that serve functions such as marketing, 
power transmission or distribution. These are billed to func- 
tion heads, such as the chief marketing officer, and are based 
on time and materials used. 

The final bucket is called corporate-billed services. It rep- 
resents alx)ut half of all IT costs and covers services such as the 
mainframe, help desk and the network. These are all enter- 
prise-level services for which adjustments to month-to-month 
consumption would have little effect on the actual associated 
fixed costs. For example, if marketing uses the help desk less 
in April, the bill won't go down, because the overhead associ- 
ated with maintaining a help desk is still there. (Southern 
made a big mistake in this area initially— more on that later.) 
Bills for these services go directly to the CEOs of Southern's 
businesses. 

The bills to an operating company can be hundreds of pages 
long and are delivered monthly in electronic form. Charges are 
linked to specific work orders from the users. And money 
does change hands, moving from business budgets to the IT 
group. This isn't a mere numbers exercise. 

'*I Can Decide What Apps I WantI'' 

With the exception of corporate-billed charges, billing for IT 
services has fostered a sense of ownership in the business. 
"It's helped me understand the costs and given me more con- 
trol over these costs," says Southern Chief Marketing Officer 
Leonard Haynes, who shells out about $23 million a year for 
the IT functions that are used by marketing and customer 
services. Haynes manages these costs, for example, by encour- 
aging use of the help desk (a flat annual charge) versus call- 
ing on IT field support, for which he'd rack up incremental, 
direct-billed charges. He also uses billing data to compare 
costs across the five power companies that marketing serves. 
"If I see things that don't make sense, I can drill down and find 
out why one company has higher IT costs than the others," 
Haynes says. 

Function heads in many companies would envy Haynes' 
authority over IT expenditures. "I can decide what apps I 
want to develop and support, and how much client support I 
want," he says. A costly customer contact application imple- 
mented in all five operating companies was paying off for the 
larger businesses, but it had poor ROI for one of the smaller 
Southern divisions. So Haynes pulled the plug on the appli- 
cation in that company, shrinking licensing costs and taking 
a bite out of marketing's total bill. If Haynes had any linger- 
ing doubt that he was getting good value from IT, it was elim- 
inated when one of Southern's small business units, a 
business-to-business consultancy called Southern Energy 
Solutions, decided to go its own way. The company, including 
its marketing people, moved off Southern's network, procur- 
ing its own IT and third-party support. How did that turn 
out? "Their costs were definitely not lower," Haynes says. 



9 Dos and 1 Don't for 
Managing Chargeback 

After nearly 10 years of charging back IT 
costs to the business. Southern IT has com- 
piled a long list of best practices: 

1. Do become flexible. Adapt the system as it 
makes sense. 

2. Do Insist that work orders be filled out for any 
IT capital or labor request. 

3. Do expect to do a lot of communicating and 
relationship building. 

4. Do tie the program to specific corporate 
values to sell it. 

5. Do begin the effort by turning IT's services into 
products, then use audits to determine 

the actual costs. 

6. Do put a finance person in charge of adminis- 
tering the program. 

7. Do keep the number of itemized products low. 

8. Don't imply user control over a particular 
IT cost if it's a fixed overhead cost. 

9. Do send the bill to the people who control 
consumption. 

10. Do couple chargeback with regular competi- 
tive price testing and benchmarking. -R.P. 



(Southern has since decided to withdraw from this business 
and is dismantling the unit.) 

Marketing isn't the only IT customer with a favorable per- 
ception of the value it's getting for its money. Across all of 
Southern, total IT billings have declined by S54 million over 
the past five years, while service levels have grown. Across the 
19 business units and functions polled, IT's average customer 
satisfaction rating in 2004 was 4.6 (on a scale of 1 to S, with 1 
meaning "does not meet expectations" and 5 meaning 
"exceeds expectations)." That's up from 4.22 in 2001. 

it's Competitive Edge 

The downward momentum on costs not only comes from 
smarter spending by the business but from efficiency efforts 
within the IT group. The department continually tests its 
costs and service levels against the marketplace, using RFPs 
and benchmarking with competitors and vendors. Every IT 
employee knows where the group stands on these compara- 
tive numbers, and that knowledge keeps them on their com- 
petitive toes. 

A competition-minded IT staff is especially important at a 
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utility company where IT can easily be seen as, well, a utility. 
"I tell them every day there are other people who do what we 
do," says CIO Blalock. "This company is not in the IT business, 
so we'll always be a stepchild here." 

The staff has responded to the challenge. IT launched 
reverse auctions and determined through technology trend 
analysis that it could safely extend asset lifecycles, which 
together shaved costs by $10 million. Employees developed 
tools to get their jobs done more efficiently, such as the Appli- 
cation Portfolio and Architecture Research Tool (Apart), which 
collects information about Southern's 
servers, applications and databases in 
one Web-accessible library. Staffers 
draw on that repository to save time in 
migrating systems, redeploying appli- 
cations, mapping enterprise architec- 
ture and identifying code reuse 
opportunities. Southern is seeking a 
patent on the tool; in fact, the company has six IT-developed 
tools under patent consideration. 

To ice the competitive cake, nearly all of IT's 950-plus 
employees have bonuses tied to performance metrics that 
include cost efficiency and customer satisfaction. 

Lessons in Accounting 

The biggest mistake Southern has made on its chargeback path 
to transparency has been giving business users the false notion 
that they had control over certain IT costs when, in fact, they 
really could not influence the charges. The frustration and 
resentment this caused, mainly among middle management, 
could have derailed the program if not for the support of the 
CFO and executive committee. "We used a lot of top-level polit- 
ical capital to get through that," says Charles Darville, who 
administers the chargeback system as Southern's IT-dedicated 
de facto CFO. 

Specifically, many of the line items initially billed to man- 
agers were related to fixed infrastructure and couldn't be 
reduced by decreased consumption. If a manager, hoping to 
trim his network bill, took the time to find 
and decommission excess PCs from his 
group, his PC product charges would go 
down, but his network bill wouldn't 
budge, making for a very angry manager. 
The solution was to stop billing managers 
for infrastructure or overhead-related 
charges and create the corporate-billed 
cost bucket described earlier. These 
charges were then set as flat annual rates 
and fairly allocated to each business unit, 
with the monthly bill appMed to the CEO's 
budget. 

The lesson here is to always carefully 
consider which costs are influenced by 



Ask the Source 



Speak to Charles Darville, Southern's finance 
guy, who runs the chargeback and competitive 
pricing programs. Visit www.cio.com/ask 
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Cost of Transparency 

• Cost to administer chargeback 
and cost of benchmarking pro- 
grams: $1 million annually 

• IT personnel dedicated to the 
programs: 22 

• System tools dedicated to pro- 
grams: 0 (But IT uses Southern 
Company's corporate account- 
ing and billing applications and 
desktop tools.) 



direct user consumption and which are relatively fixed, says 
Darville, director of IT planning and financial services. And, 
he adds, send the bill to the manager that has the most direct 
authority over usage of the IT products and services. If any- 
one can influence an enterprise's long-term reduction in IT 
consumption, which might eventually lower infrastructure 
costs, it's the CEO. 

Another key lesson learned: Don't go crazy turning every- 
thing in sight into a discrete IT product. "We went overboard 
when we created this," recalls Fanning. Being new at this, 
everyone thought granularity was 
good. So when it came to telecom serv- 
ices, for instance, users were originally 
billed separately for their ability to 
dial 8 for an inside line and 9 for an 
outside line. 

Although Southern has rectified 
these gaffes, it hasn't quite worked out 
all the system's weaknesses and perceived inequities. The cor- 
porate-billed charge for data delivery services is allocated by the 
number of PCs a company has attached to the Net. If one busi- 
ness unit shrinks significantly, the percentage of the fixed cost 
billed to the other units will spike. Those companies will end up 
paying more for the service they were already receiving, 
through no fault of their own. "That does cause pain, but right 
now, it's the best we can do," says Darville. 

There is still price pushback from some managers. "They 
receive true information on what IT is costing them, but they 
don't always like what they hear," Blalock says. "There's 
always someone who thinks he can buy something cheaper 
down the street at PC Warehouse. But they don't realize what 
it costs for maintenance, and that those PCs can't be hooked up 
to our network." 

Blalock battles back with education. "We do have to explain 
a lot of things over and over again," she says. "If we need to 
increase the budget for security, we have to talk to everyone to 
help them understand why we're raising their costs." Blalock's 
self-proclaimed number-one job is communicator for the IT 
department. "There are no friends at 
budget time," and even with ample IT 
performance transparency, "there's still 
a lot of executive amnesia here." 

The CFO, at least, has no amnesia 
when it comes to transparency's payoff 
Transparency helped make certain that 
IT initiatives align with business goals, 
says Fanning. When asked if he shares 
this IT governance breakthrough with 
his peers at other companies, Fanning 
winks, "I think we have a competitive 
advantage in how we do this, so I don't 
feel obliged to talk about this with my 
fellow CFOs." ■ 
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Why You Keep Score 

BNSF Railway uses the Balanced Scorecard to prove IT's value and 
to create synergy with business strategy 



I Jeff Campbell took over the CIO post at BNSF 

RailwayTBfTSirtn-September 2002, the IT department at the 
Fort Worth, Texas-based compsKwwas viewed as a mystery. 
Business executives understood the p&t«ntial of technology to 
improve efficiency and increase profitabilit^n an intellectual 
level, but, says Campbell, "they didn't have anything concrete 
they could put their hands on that showed the vame IT brought 
to BNSF." As a result, Campbell says, executivesViuestioned 
whether the company would \x better off outsourciAg IT. (They 
outsourced some of their infrastructure to IBM n August 
2002.) And Matt Rose, the CEO, didn't unders and why 
demand for computing resources was increasing at a time 
when business was flat. In short, executives had no ic ea how IT 
operated. Campbell had to provide some answers. 

So he turned to the Balanced Scorecard to monitor trategic IT 
metrics and to bring transparency to IT's financialpnd opera- 
tional performance for the business. Craig Hill^BNSF's vice 
president of mechanical and value engineering, h<id introduced 
Campbell to the Scorecard, which is used iiyvarious depart- 
ments throughout the rail company. Hill ugfs his Scorecard to 
track productivity, quality and cost^erlfrol. 

Balanced Scorecardgjjeesnlea popular management tool in 
_th£jliid4996s1orTielping companies improve their performance 
by translating their strategic visions into actions and by focus- 
ing on metrics that drive organizational change. While they're 
difficult to develop, require long-term commitments from every- 
one in the organization, and take months of planning andikle- 
tuning. Balanced Scorecards are profoundly effgcHw when 
well-conceived and carefully implementecL^S'laking the time to 
develop metrics relcvgjiLte-botTime business and IT, and to 
STTfstaff didn't view the Scorecard as yet another 



management tool for hammering them, Campbell got critical 
buy-ta from the IT staff and launched a Scorecard team that 
tightlyVouples IT's goals with the business 's. 

Because of the way the Scorecard communicates the connec- 
tion bet wcVn IT initiatives and the corporate strateg>', BNSF's IT 
staff now clearly understands the impact of their work on busi- 
ness goals. The Balanced Scorecard has also given the entire 
company— rlpt just the IT department— a sing^ular view into just 
how much their business applications cost to run, leading to a 
more pruder t use of IT resources. Since Campbell rolled out 
the Balanced Scorecard in June 2003, IT has managed to keep 
costs flat whil .' delivering increased service. For example, BNSF's 
cost per milli )n instructions per second (MIPS) is now just $29 
per MIPS, CO nparcd with S42 five years ago. Camplx-U says the 
reduction is \ artly a result of a Balanced Scorecard goal around 
cost control nnd partly a result of the financial provisions in 
BNSF's contkct with IBM Global Services. 

"With th^ Balanced Scorecard, we have more transparency 
into IT investments today than we've ever had before," says 
Campbell/That financial clarity gives him insight into where 
he needsAO shift technical and human resources so that he can 
stay on lop of the ljusiness's needs without incurring extra costs, 
whichris so important to the railway business. 

. Tough Slog 

But no one working on the Balanced Scorecard thought it 
would be as time-consuming or tough to develop as it turned 
out to be. Cherie Coles, BNSF's manager of planning and cost 
control, technology services— and now resident Balanced 
Scorecard guru— says the process took four months, twice as 
long as the group thought it would take. 
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BNSF's Balanced Scorecard covers the four traditional 
areas: financial, customer, process, and learning and growth. 
To align IT strategies and projects with corporate strategies, 
each of those areas maps to BNSF's five strategic themes: serv- 
ice, growth, ease of doing business, efficiency and people. 
BNSF had to develop metrics for each of these areas, and for 
the scorecard to be most effective, those metrics had to support 
the IT department's and the company's strategic goals, and 
encourage changes in employee behavior. 

As part of this effort, BNSF developed leading indicators- 
metrics that helped it monitor performance on a daily basis 
and take action on a function heading south before it was too 




BNSF developed metrics that helped 
it monitor performance on a daily 
basis and take action on a function 
heading south before it was too late. 



late. For example, while IT projects had always been tracked 
to ensure they were completed on time and within budget, the 
problem with this metric is that it doesn't identify projects 
that are over budget until it's too late to rein them in. BNSF Bal- 
anced Scorecard developers wanted to come up with a leading 
indicator that would help them identify projects getting off 
track before the projects completely derailed, so developers 
decided to measure the number of projects in compliance with 
their project management methodology. The argument is that 
the more closely a project adheres to the methodology, the 
more likely that project would come in on time and on budget. 

Tracking the number of projects in compliance with project 
management methodology necessitated establishing new 
processes for obtaining the data needed to track them. For 
instance, each quarter, IT directors have to review projects in 
progress under their management against a checklist that out- 
lines the steps that must take place at each phase of a project, 
says Coles. The directors enter their information on a shared 
spreadsheet, whicli is linked to the Balanced Scorecard and sits 
on a network drive to which the Scorecard team has access. 

The Balanced Scorecard developers also set up targets for 
good, average and poor performance, with respect to all of 



their metrics as well as the amount of leeway they'd have 
before metrics moved from green (good performance) to yellow 
(needs attention) to red (unacceptable). Establishing targets 
and tolerances for new metrics required trial and error. When 
the developers first established a metric for tracking the num- 
ber of train delays caused by IT. they didn't give themselves 
any wiggle room because train delays are so bad for their core 
business. If one train delay was caused by IT, the metric would 
immediately turn red. They realized they weren't iDeing fair to 
the individuals whose performance was being measured 
against this metric, so they had to track the number of train 
delays caused by network outages or system crashes for a 
while before they could establish reasonable tolerances. Jeffrey 
Mclntyre, Campbell's assistant vice president of enterprise 
supports in the IT department, says it can take a couple of 
years before an organization is comfortable with its metrics. 
The Balanced Scorecard began as an Excel spreadsheet. IT 
staff later made this available to the technology services 
department through a Web link. Then, a dashboard was 
developed for displaying daily metrics, and a Web-based 
application called Showback— currently available to IT man- 
agement and a pilot group of business users— was developed 
as a module on that dashboard. It displays IT costs for busi- 
ness users and IT staff, and explains what each department 
in the company spends on IT on a monthly basis. It offers 
both high-level and deeply detailed views of IT costs. 
Departments can see, for example, costs of supporting partic- 
ular users as well as the total number of CPU hours and the 
resulting cost of critical business applications based on unit 
costs that IBM Global Services charges IT. 

Larry Murphy, an HR director at BNSF, had only piloted 
Showback for two months but was already impressed with the 
level of detail the application provided. He can .sec all of his 
software, hardware and support costs down to the specific 
application, server or user. He anticipated Showback would 
help him and his department with their annual planning and 
budgeting cycle. "Getting the total cost of an application is going 
to help us make better cost-ljenefit decisions." he says. He also 
thinks it will show him what technologies, such as his depart- 
ment's data warehouse, might be underutilized. 

Taking It Slow 

Sensitive to political challenges— such as staff resentment and 
pushback— which can accompanx' such initiatives, Campbell did- 
n't immediately roll out the Scorecard to rank-and-file IT work- 
ers when he had his first version of it on June 1, 2003. Because he 
was going to use i t as a performance measurement tool, he wanted 
to make sure that the data and the metrics in the Scorecard were 
accurate and relevant to the business strategy and IT goals. And 
because staff would eventually be compensated on the basis of 
their performance against the Scorecard, Campbell wanted to 
make sure staff understood that the Balanced Scorecard was a 
way to get them focused on strategic departmental and business 
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goals, and not another stick with which to beat them. 

To get everyone in the department comfortable with the 
Scorecard, Mclntyre and Coles discussed it regularly at man- 
agement meetings and in town hall meetings, and Coles met 
with small teams to walk them through the Scorecard. Know- 
ing IT workers wouldn't trust any metrics that seemed unjus- 
tifiable, a project team led by Coles authored a metrics 
dictionary as a means to prevent a backlash, and to address up 
front any potential pushback. The dictionary is published on 
the intranet and explains how each metric is calculated, the 
data that goes into it, the strategic objective to which it links 
and the name of the IT executive responsible for it. For exam- 
ple, the entry for the percent of time spent with business cus- 
tomers shows that the metric is calculated by dividing the 
number of hours spent with business customers by the num- 
ber of hours spent at work each month, minus hours taken for 
vacation. The objective associated with this metric is for tech- 
nology services to become more of a strategic partner with 
the business, and the individuals responsible for it arc Dave 
Sturgeon and Bonnie Henn-Pritchard. Each metric has a go-to 
guy or gal when anyone has a question or concern about it. 

To give everyone time to grow accustomed to the Scorecard, 
it was also rolled out in phases starting with assistant vice 
presidents in IT in the second half of 2003. No one's jx-rform- 
ance objectives were tied to the Scorecard imtil the beginning 
of 2004. "We wanted the time to communicate what this new 
thing was and why we are supporting it before people were 
held accountable to it," says Campbell. 

The Payoff 

To this day, the Balanced Scorecard is a work in progress. As 
the business shifts and as the economy expands and contracts, 
the Balanced Scorecard is updated. Coles leads a monthly 
Scorecard review in staff meetings to debate metrics that 
should be dropped or new ones that ought to be added. An IT 
governance committee approves all changes to the Scorecard. 
They added some metrics to the Scorecard pertaining to the 
performance of their field telecom workforce, such as the num- 
ber of first-time repairs by technicians and the number of 
times a technician went to the same site to fix the same prob- 
lem. The metric now also measures network availability. 

The effort has made employees both inside and outside of IT 
more sensitive to IT costs and has imbued them with a healthy 
sense of comiDctition. When the IT governance committee saw 
the level of proposed spending in 2003 for "growth and ease 
of doing business" (with BNSF) was far exceeded by the pro- 
posed spending on "efficiency-related" 

projects, they enhanced their focus as a 
group on increasing the "growth and 
ease" proposed projects in 2004. In 
response to this new focus, from 2003 
to 2004, marketing increased the num- 
ber of IT projects it proposed that 
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For a more complete look at the Balanced 
Scorecard and its uses in IT, checkout the 
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Six Keys for Balanced 
Scorecard Success 

Figuring out the metrics is critical 

1. Elect a champion for each metric, someone who's 
responsible for improving performance. 

2. Review and update the Balanced Scorecard on a 
regular basis, ideally monthly, annually at the least. 

3. Ensure new processes that are put in place for 
obtaining data to feed the Scorecard metrics are fol- 
lowed from month to month. 

4. Don't use the Balanced Scorecard for perform- 
ance management until you're absolutely sure 
you're tracking the right metrics and that the data 
you're using is accurate. 

5. Set metrics that are a stretch without being 
unreasonable. 

6. Focus on your objectives and metrics before you 
think about what technology you're going to use to 
display Scorecard information. -M.L. 



enabled growth and ease of doing business by 9 percent, 
according to Mclntyre. In addition, BNSF's Balanced Score- 
card team worked with a marketing director to reduce com- 
puting costs of SAS programs. "I think he was feeling a little 
peer pressure to make sure his staff was being as prudent as 
they should in their use of IT." says Mclntyre. 

Mclntyre also notes that software developers got into a 
good-natured competition in 2004 to see who could save the 
company the most money by creating and tuning the most 
efficient applications. One developer looked into how much 
one process in BNSF's pricing system cost and went to the 
business with that information to see if the business was gen- 
erating enough revenue from the system to offset its costs. In 
fact, the business wasn't bringing in enough money, so the 
developer took the transaction out of production. A team of 
developers reconstructed the transaction in a way that 
increased efficiency and put it back into production. 

Because of the resourcefulness that transparency through 
the Balanced Scorecard engenders, the IT department was 
$1.5 million under their financial plan in 2003. 

"The Balanced Scorecard has established our credibility and 
our visibility, and has really aligned us with the business," 

says Campbell. "They know that we 

have investment teams and resources 
focused on their needs." BEI 




You can reach Editor Richard Pastore at 
rpastore@cio.cx)m and Senior Writer Meridith 
Levinson at m/ev/nson(®cio.com. 
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Business Intelligence: Driving the Future 

What major shifts in thinking and operations 
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we're gathering? 

The Vision Thing vs Hunt. Kill. Eat. 

Are ClOs still being punished for perceived 
excesses of the past, leading us to focus on 
cutting and controlling costs rather than 
stepping back and looking at where IT could 
be Innovative and have real strategic impact? 



Featured speakers: 

Paul Saffo. Research Director. Institute for 
the Future on the long and short of taking a 
long-term view in the future. 

Martin Wolf, Chief Economics Commentator, 
Financial Times tells us, Why Globalization 
Works. 

Juan Enriquez. Chairman & CEO, 
Biotechonomy explores the chilling impact of 
increasing polarization on our society. 

Tom Trainer, Senior Vice President & CIO. 
PepsiCo on the evolving state of business and 
theCIO. 
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THE POST- 

PEOPLESOFT 
LANDSCAPE 

and the Future of 





# Riak Beers, Coming's 
director of business 
process architecture, 
says ERP value has to 
come from interoper- 
ability, not from "new 
point features." 



Copyrigl 



Oracle's acquisition of 
PeopleSoft is not the 
dawn of a scary new 
era for ClOs; it's the 
twilight of the old ERP 
age. It may also bean 
opportunity to create 
an ERP future that 
adds value, not cost, 
to your business. 

BY SCOTT BERINATO 



iMStFcbtUOi^, Rick Beers, Corning's director of busi- 
ness process architecture, brought together CIOs from Bausch 

and Lomb. Harris Corp.. Lt-ggett and Piatt, and five other For- 
tune 500 companies for an extraordinary summit in Atlanta. 
All shared the distinction of being among the world's largest 

u.sers of Peopti'Soft cntcrprisf software. Bccr.s called the meet- 
ing because he wanted to discuss the single most pressing issue 
facing them: Creating business value from enterprise appli- 

cation.s. 

In other words, after a year and a half of histrionics and 
angst. after Orade paid $10,3 billion to adopt 13.000 PeopleSoft 

customers (man\' of which had chosen PeopleSoft precisely 
because it was not Oracle), the single most pressing issue these 
giant companies were facing was not the hostile takeover. 

How odd. 
Or maybe not. 

Beers' summit was planned months before the acquisition 

went through and, ho sa\'s, it would have happened e\'en if the 
merger hadn't, and with roughly the same agenda. The Atlanta 
Eig^t had already figured out that despite all the speculation in 
the media and among CIOs Ihemsel v(>s. the 
Oracle-PeopleSofl deal, as Beers says, ' hasn't 
changed much." 

What Beers and the CIOs meeting in 
Atlanta understood was that the current 
model for enterprise applications— the way 
they're built, the way they're paid for, the 
value they create— is breaking down and 
had been long before Oracle dug deep to buy 
its competitor. 



Reader ROI: 

t: How the relative stability of 
your current ERP platform 
determines your next steps 

!S How to choose between the 
status quo, third-party sup- 
port and system upgrades 

:: What role service-oriented 
architecture plays in the 
ERP future 



"Wliat I'm trying to accomplish here," says Beers, "is to get 
others to pay attention to what's going on. If we can't architect 

ERP around our lui-^incss luodel. weend up with a bunch of 
systems that don't interoperate. Value has to come from [inte- 
gration], not from new point features. Otherwise, we can't 
achieve the value we c,\pect from ERP." 

That, not who won or lost in which boardroom, is what's 
important. In this article, we will present a plan for CIOs who 
use PeopleSoft (and J.D. Edwards). The plan will address tac- 
tical steps for the near-term, and also strategic plans for the 
profound, long-term change that Beers and many others are 
convinced is coming. 

But first, let's reflect on why this is such an excellent time to 
be a PeopleSoft user. 

UNCLE ORACLE WANTS YOU! 

The enteriwise application world is now bilateral. By adding Peo- 

pleSoft. Oracle'scustMner base is now within hailingdistance of 
SAP's. (See "The ERP Customer Share Pie," Page 78.) That was 
the whole point of the acquisition. Oracle Is now Pepsi to SAP's 
Coke. And since many customers use both plat- 
forms—just as many consumers drink both soft 
drinks— the Big Two will now exert themselves 
trying to convince you that one is "the real thing" 
or. conversely, that the other is "the cola." 

The back and forth has already started. SAP 
recently purchased TomorrowNow, a People- 
Soft support company, and is offering a com- 
plex set of "support-then-evcntually-upgrade- 
to-SAP" options to lure PeopleSoft users away 
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from Oracle. Oracle returned the serve by promising to support 
PeopleSoft "longer than most spouses commit" to each other, 
as Oracle President Charles Phillips put it. Oracle promised to 
retain 90 percent of PeopleSoft "s technical staff to upgrade the 
PeopleSoft software to version 9 and then support the People- 
Soft platform until 2013. Oracle also set up a 10-city tour for its 
executives to meet and greet CIOs. "We can't spend $10 billion 
and then let customers go away," says Phillips. "We are very 
motivated to keep the customers happy. When was the last time 
you heard Oracle talk about customer satisfaction so much?" 

Or, as one analyst shrewdly suggests. PeopleSoft customers 
are getting the kind of access to Oracle that Oracle customers 
might envy. 

What's more, Oracle and SAP aren't the only ones courting 
the PeopleSoft and J.D. Edwards CIOs. Independent support 
companies have popped up eager to take CIOs away from the big 
vendors and those big maintenance contracts. Second-tier enter- 
prise application vendors— Microsoft, Lawson and others- 
have also put the hard press on CIOs. Microsoft just partnered 
with a company that does Web-based higher education enter- 
prise applications, a move clearly aimed at poaching CIOs from 
the education market traditionally dominated by PeopleSoft. 
Outsourcing and services vendors have also come calling, cheer- 
fully suggesting that, really, could there be a better time to turn 
over commodity business processes to a services company? 

"I'm surroimded by people wlio want my money," says Bill 
Means, CIO of Decorative Concepts, which runs on J.D. Edwards. 
"They're calling left and right. I got three calls today." 

Oracle's pledge to support the Peo- 
pleSoft platform has given CIOs the gift 
of time to plan for what comes next. 



Stepi • FIGURE OUT 

WHERE YOU'RE AT 

What's next for you will be dictated by 
where your enterprise platforms stood 
when Oracle bought PeopleSoft. 

At that moment, you were in one of 
two states: You were stable, or you were 
in flux. 

Q If you were stable, you were 
happy with your enterprise systems 
and didn't anticipate major changes in 
your business. 

So the first thing you do is look 
inward. 

Begin a risk-based assessment of 
your enterprise platform and where 
you want it to be one, three and five 
years from now. Think about how 
much you want to pay, what level of 
innovation you want, whether you 
plan to have a single or multiple 



The ERP Customer 
Share Pie 

Major U.S. enterprise software users 
BEFORE CONSOLIDATION f 

SAP » 25,000 

Oracle » 10,000 

PeopleSoft » 8,000 
J.D. Edwards » 5.000 

AFTER CONSOLIDATION 

SAP » 26,000 

Oracle » 23.000 





instances of ERP or if you want it in-house at all. (You were 
doing this anyway, right?) 

Now you have the luxury of time. "That's the beauty of the cur- 
rent situation for people who already have PeopleSoft and it's 
working," says Evan Quinn, analyst at IDC (a sister company of 
C/O's publisher). "They get to press the reset button and plan a 
long-term strategy', and everyone's going to offer them discounts." 

David Gray, CIO of the University of Massachusetts, is in 
the stable group. He says his PeopleSoft implementation is a 
"facilities-like investment that should last 20 years. There's 
substantial curiosity on long-term development, though. Many 
pieces of PeopleSoft 's application set are markedly superior to 
anything Oracle has brought to market. We would hope Ora- 
cle would leverage that. We're scheduling a meeting [with Ora- 
cle] about this. We won't ask for excruciating detail yet, but 
I'll need more than I have now." 

0 ffyou were influx, you were planning to consolidate, 
upgrade or add to your enterprise applications and probably 
anticipated a major change in your business. 

So you look outward. 

Entertain the vendors. Play them off against each other. 
"Let's say you've been through a series of mergers, and you 
just got budget for a consolidation program." Quinn says. "You 
have eight financial systems, four PeopleSoft, one SAP. one 
Oracle, a Lawson and a Microsoft. Well, here's your chance to 
hold their feet to the fire. This is the time to be a little extra 
demanding. Every contract is an opportunity." 

Basically, you're starting where the stable folks will be going 
next, demanding the best possible deal 
— j from all these suitors. But you have to think 
more atout your immediate problems. 

The manager of enterprise systems at 
a large health insurance company that 
just merged with another finds himself in 
the in-fiux group, and he's evaluating 
vendors as if they were show dogs. 
"We're setting up two panel discussions 
with [ERP] vendors so they can explain 
their plans," he says. "We've also got 
20 other vendors related to enterprise 
software signed on for a fair so they can 
lay out their strategies going forward. 
Our focus has been on integrating 
instances [because of the merger]. I'm 
sure some CIOs are thinking longer- 
term, but our activity has been focused 
on this integration." 

Quinn believes you can spend six 
months to a year planning your future 
or entertaining vendors. Then, it will be 
time to move to a transition strategy 
because even though Oracle gave you 
time, the company will still try to sell you 
on switching. It has to. 



SOURCE: Enterprise 
Applications Consulting 



JUNE 1, 2005 I www.clo.cocn 




step 2: 



WHAT TO DO NEXT 



UNCLE ORACLE NEEDS YOU! 

Oracle's promise to support PeopleSoft until 2013 was an easy 
one to make (who really knows what will be going on eight 
years from now), but if one divides the price paid for PeopleSoft 
by the number of PeopleSoft customers. Oracle spent about 
$790,000 per customer, and the last thing it can afford is an 
exodus. Oracle bought customers, and every one it loses 
reduces the acquisition's ROI. 

That's Oracle's dilemma. To retain PeopleSoft customers, it 
must do things in the short term that don't make much long- 
term business sense. No company wants to support overlapping 
product lines, ever, but Oracle has promised to do just that— for 
eight years. Software vendors are used to 18-month product 
cycles, and yet Oracle's Piiillips says. "There's no rush. The prod- 
ucts are vialsle, and we're not asking anyone to switch." 

But as author Matthew Symonds notes in his book Softwan 
An Intimate Portrait of Larry Ellison and Oracle, revenue from 
PeopleSoft licenses will generate only $800 million a year for 
Oracle— not nearly enough to justify a $10 billion acquisition. 
It doesn't take a crystal ball to imagine that Oracle's sales force 
will soon convene (or has already) at some tropical resort to 
hone its pitch for Oracle as a one-stop shop, a place to get end- 
to-end software solutions. Eventually— much sooner than eight 
years from now— Oracle will ask customers to switch to Oracle 
enterprise applications and databases and services or it will 
raise maintenance prices. Or both. 

Oracle spokeswoman Karen Tillman acknowledges much of 
this. "Obviously, the upsell to other Oracle products was part 
of the business logic behind doing the deal," she says. "But it 
doesn't mean." she adds, "that [customers] have to do it." 



There are three basic "next steps" for People- 
Soft users. 

Qsit tight— You're most likely from the 
stable group, and you continue to be in an envi- 
able position because waiting lets you keep all 
potential future ERF models available. 

UMass's Gray calls his PeopleSoft imple- 
mentation "fairly stable," and he adds, "Obvi- 
ously we're at a juncture where we don't want 
to change it out." But he expects pressure to 
do just that. "My experience— and I don't 
think it's atypical— is that a CIO never feels in 
the catbird seat with Oracle." he says. 

For Gray, sitting tight doesn't equal doing 
nothing. He's planning to meet with Oracle to 
find out what the company intends to do with 
what he considers PeopleSoft's superior code. 
He sent some staffers to a conference in Nevada 
to discuss the future of Oracle's ERP innovation 
and pricing. And he's studying how reduced 
comixtition in marketplaces historicalh' affects 
costs and responsiveness to customer needs. 
That's something he'd ]xcn thinking about Ix-fore the takeover. 

"You've got your organization stabilized, the business func- 
tions are going smoothly, there's really not a great gain to be 
had from continuous refinement," Gray says. "We've yet to see 
a clear vision of where [the vendors] are going to take us or how 
much they want to charge us." 

In a sense, nothing changes for Gray or anyone who can sit 
tight. Gray just runs PeopleSoft and gets support from some of 
the same people, only they've switched business cards. The 
risk he runs is that his maintenance costs could rise. Gray also 
says the transition to Oracle was "a little bruising. Some sup- 
port questions were not addressed in a timely manner, and 
there was a point where we didn't know who was representing 
us." He attributes that to the physics of merging organizations 
and says it has since stabilized, although he has quite a few 
unanswered questions. 

Gray isn't hemmed in by his situation. He could stick with 
Oracle, or he could choose radical change in ERP models down 
the road— to. say, a services model— if that's what he decides is 
the best path. 

"Obviously." Gray says, "there's a lot to talk about." 
Q Move to third-party support— You could be from either 
the stable or the in-flux group, but you've taken a commodity 
view of ERP and want to contain costs. You're betting some- 
thing will come along to replace today's maintenance-and-sup- 
port model. 

When Big Lots senior vice president and CIO John Zavada 
arrived at the closeout retailer two years ago, he looked at his 
PeopleSoft maintenance contract and realized that over the 
past five years, costs had nearly doubled. 
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Big Lots CIO 
John Zavada is 
tired of paying 
for upgrades just 
to maintain sup- 
port. He's turned 
to a third-party 
provider. 



The upgrade to version 8.3 of PeopleSoft was particularly 
painful, he recalls. I( cost time and money and took close to a 
year to stabilize. As far as Zavada could tell, the only reason Big 
Lots upgraded was because its contract mandated it. 

"I'm going through this pain just to maintain service?" 
Zavada asked PeopleSoft. "You're raking us over the coals for 
maintenance? No. We're looking for a new model." 

The model was third-party support from TomorrowNow, 
which offered to support his current version of PeopleSoft for 
10 years for less than the cost of sticking with his primary ven- 
dor. "We'd get no upgrades, but the benefits of those were min- 
imal and always tied to the pain of implementation," says 
Zavada. 

So far, he says, it's all worked out better than he expected. 
(Though, when SAP bought TomorrowNow in January, Zavada 

ORACLE GETS (SURPRISE!) CUSTOMER-CENTRIC 

We can't spend $10 billion and then let customers go away. 
We are very motivated to keep customers happy. When was 
the last time you heard Oracle talk about customer satisfac- 
tion so much? -ORACLE PRESIDENT CHARLES PHILLIPS 



realized they'd be pitching him on their one-stop solutions just 
as Oracle would have.) He says his ROI is less than two years, 
and he's already saved so much money that if he decided in five 
years to start over with a new ERP system, he could. "I'm not 
sure if the industry understands that CIOs are thinking about 
this differently." Zavada says. "We're evaluating package by 
package and asking ourselves if there's any value at all in pay- 
ing maintenance." 

The third-party support option seems to be gaining a sig- 
nificant following because of what CIOs call maintenance's 



self-fulfilling prophecy: You pay maintenance 
to get support; the support contract mandates 
upgrades, which inevitably require more 
support. Joe O'Neill. CIO of Bridgestone 
Europe, partially relies on a third-party ven- 
dor for SAP support because, he says, "Mono- 
lithic situations are not good." Means at 
Decorative Concepts used to pay $200,000 in 
annual maintenance to PeopleSoft. He says 
it would have gone up to $220,000 with Ora- 
cle. He moved to independent support and 
now pays $29,000. 

The CIO who chooses third-party support 
views ERP as a commodity. His vision of the 
software future is that it won't be innovative, 
so upgrades aren't worth paying for. He's 
_ looking to codify business practices (which 
■'^^111^^^ he figures won't change significantly), let 
them run and cut costs on maintenance. 
Q Upgrade to Oracle Enterprise Platform —You're proba- 
bly from the in-flux group, and you were planning to upgrade or 
switch anyway. You still believe there's innovation left in ERP. 

When asked alx)ut the impact of the Oracle acquisition on 
his PeopleSoft ERP, Steve Sutherland, CIO of the commercial 
real estate firm CB Richard Ellis, first shot over an e-mail: 

"1. PeopleSoft consulting should improve as Oracle consult- 
ing is more disciplined and professional. 

2. Pricing should be more straightforward. 

3. Long term there should be better integration between the 
functional apps and the database." 

The CIO who would stay the course with Oracle is generally 
one in the middle of important upgrades, as Sutherland is. His 
PeopleSoft implementation was "stable in terms of purchase 
but not implementation. We're implementing HR now; we own 
financials and we bought CRM, and we'll start that soon." 
Simplicity is a virtue for CIOs who tack this way— one vendor, 
one license. 

"For a company like ours, I don't see the current model going 
away," Sutherland says. "If I look at my annual maintenance 
costs versus what I'd spend to bring the development in-house, 
I just couldn't do it. Absolutely, there's value in maintenance 
for me." 

Not that Sutherland isn't monitoring the situation. "We 
didn't want Oracle to eliminate resources we thought were crit- 
ical, so we told them which PeopleSoft people we wanted them 
to keep," says Sutherland. "And so far, they've put up strong 
support for us." 

Some CIOs believe that the virtues of PeopleSoft— both its 
relatively friendly culture and its extremely solid HR and 
financial systems— will be lost in translation to Oracle. But 
Sutherland is not one of them. "When we've acquired compa- 
nies," he says, "I've seen the strength that comes from alt the 
cultures you inherit. The two of them can make one much 
better company." 
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Steps: 



WHAT LIES AHEAD 



That faith in synergy is the principle behind Project Fusion, 

Oracle's vision of the future of enterprise software. Fusion, 
according to Oracle, will rationalize the three enterprise code 
bases Oracle now owns (including PeopleSoft and J.D. 
Edwards) in one future platform, centered on Oracle databases 
and application servers, but using a service-oriented architec- 
ture (SOA). To date, Oracle hasn't put much flesh on these mar- 
keting bones. SAP's promise of an SOA at the end of the ERP 
rainlx)w is called NetWeaver. Still, other third-party companies 
such as IBM will offer tools and services to help companies 
create their own SOA, so that option will be open even to those 
who choose to leave Uncle Oracle and Auntie SAP. 

DIFFERENT STROKES FOR DIFFERENT FOLKS 

While some CIOs see value in the old ERP model... 

For a company like ours, I don't see the current model going 
away. If I look at my annual maintenance costs versus what I'd 
spend to bring the development in-house, I just couldn't do it. 
Absolutely, there's value in maintenance for me. 

-STEVE SUTHERLAND, CIO. CB RICHARD ELLIS 

...Others don't. 

We're seriously challenging the vendors. We say to their 
face, If you come with a standard maintenance model, we're 
pretty much eliminating you right there. Enterprise packages 
are no longer assumed to have ongoing value that would 
justify maintenance. -john zavada. cio. big lots 

When Rick Beers convened the CIOs in Atlanta, he was 
thinking about SOA. 

The idea behind SOA is simple: Technology should be 
expressed as a chunk of a business process; for example, "credit 
check," rather than as an arcane application like ERP. Services are 
just combinations of these different applications used together. 
They're built with complex, carefully designed interfaces that 
simplify integration with other services and applications. 

In an SOA world, applications will follow business flow, and 
data won't get stuck when, say, an SAP financial system asks for 
something from a PeopleSoft HR system. SOA is the integration 
layer that would obviate the need for going to a single instance 

of ERP. For Beers, ere- 



ERP Today, ERP Tomorrow 



Oracle-PeopleSoft is lUst one iceberg in a turbulent 
sea of ERP challenges. Keep up (and keep up your 
end of the conversation) with Executive Editor 
Christopher Koch's I.T. STRATEGY BLOG. Find it 
at www.cio.com/blogs/itstrategy 

cio.com 



ating value from ERP 
instead of floundering 
in a money pit of main- 
tenance, support and 
upgrade costs depends 
upon this integration 
layer He manages many 



business units with many distinct supply chains, and says, "I 
want processes to flow across multiple instances and plat- 
forms." 

The concept of SOA is a decade or more old, according to 
Stephanie Race, CEO of Innovation Enterprises, who's worked 
with many large companies (including Corning). The notion 
that it will replace ERP is only somewhat newer, but right now 
it's white-hot. 

Still, it's not the only imagined future. Business process out- 
sourcing (BPO) is another. For those who use ERP for com- 
modity functions, BPO could gel them off the "upgrade, support 
and maintenance" treadmill. Let IBM, Accenture or some other 
vendor manage commodity futictions and deal with the soft- 
ware vendors. SAP and Oracle will ramp up outsourcing too. 
Phillips says right now only "hundreds" of customers subscribe 
to its on-demand business, but Oracle's goal is to get IS percent 
of customers into an outsourcing model within five years. 

And there's no reason these two futures couldn't overlap. Ser- 
vices companies can manage business processes using an SOA. 
Or customers could outsource some of the most basic ERP func- 
tions, such as payroll, while keeping other, more complex func- 
tions in-house. Bridgestonc Euroix^'s O'Neill is moving that way. 
"Certain areas of the app are standard and aren't going to 
change," he says. He'll be happy to pay someone else to manage 
them so that he can focus "on the areas we need innovation." 

There are two major implications of these futures. F'irst, big 
ERP is fracturing. Some functions (supply chain, CRM) probably 
have innovation left in them; others (payroll, tax reporting) do not. 
Ma.ssive projects to deploy both together are, therefore, inefficient. 

Second, the maintenance-and-support pricing model is unten- 
able. It means CIOs have to perform pointless upgrades on com- 
mfxlity processes so that they can get their hands on the innovative 
pieces. They have to buy the bathwater to get the baby, which they 
won't have to do in an outsourced or SOA-driven world. 

"We're seriously challenging the vendors," says Zavada of 
Big Lots. "We say. If you come with a standard maintenance 
iTiodcl, we're pretty much eliminating you right there. Enter- 
prise packages are no longer assumed to have ongoing value 
that would justify maintenance. " 

But then what's the new pricing model? "Is it more based on 
services? Architecture?" asks Coming's Beers. "Where's the 
industry going? And how docs it support innovation without 
the funding of maintenance contracts?" 

Beers likes to push CIOs to think bigger picture. "Enough 
with Oracle versus PeopleSoft," he says. "And Oracle versus 
SAP. Please. That's business as usual. We CIOs are not victims 
[of these developments], I don't feel victimized." 

But now that the current ERP model is d> ing. Beers asks, 
"How do we sustain innovation? How do we create value? 

"What does the next-generation enterprise architecture 
look like?" 

Think about it. HH 

Senior Editor Scott Bennato can be reached at sberinato!S>cio.com. 
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The ROI Of VoIP 

Recently. 18 CIO Executive Council members met over a teleconference 
to share their experiences with voice over IP (VoIP). The primary topic 
of conversation: liow to get the most out of your investment. Whether 
you need to convince your board or yourself their experience getting these four 
benefits from VoIP can help you prepare for your implementation. 
^ 1 Improved phone inirastructure. Jonathan Earp, CTO of T&F Informa, 
i J a S500 million media company, faced a host of telephony problems in his 
U.K. offices while he was in the middle of a merger that would ultimately double 
the size of operations. Of the company's 12 London offices, the board of directors' 
office was experiencing the most frequent downtime because of its proximity to a 
construction zone where phone lines were frequently disrupted. To compound the 
problem, the phone systems in the London offices were old, featured poor configu- 
ration and were prone to service-rated problems that ran up costs. The infrastruc- 
ture had a hard time handling the telecom volume, and the chairman announced 
that it would be difficult for the company to acquire new businesses given the 
extent of these problems. 

After researching viable options, Earp chose VoIP, which would not only solve 
the phone system problems but would also be more reliable, deliver cost savings 
and eliminate voice leased-line costs. Earp managed the VoIP project like any 
other application deployment and left the technical configuration work to T&F 

Informa's integration partner. "VoIP 
helped to solve our infrastructure prob- 
lems, enabled the merger to succeed 
and resulted in the business operating 
more efficiently." says Earp. With the 
success of VoIP and other IT standard- 
ization projects, senior business leaders 
now recognize IT as one of the drivers 
of the organization. 

n Improved reliability and 
£ik J cost savings. Bob Odenheimer 
is a senior vice president of the IT 
Operations & Telecommunications 
group at Magellan Health, a $1.7 billion 
provider of behavioral health services. 
With Magellan's heavy emphasis on 
call centers, reliability of phone service is critical. Since Magellan call center 
agents deal with sensitive mental health issues, a dropped call is not an option. 
"Reliability and quality of service was paramount for us." says Odenheimer. To 
improve reliability, he built redundancy and additional capacity into the data 
network infrastructure. Then, by deploying VoIP, Odenheimer could provide 
better service at a lower cost to Magellan, a must-have for a 24/7 call center. 

Cooimued on Pasie 86 




stepE 

Getting Buy-In 

Two tactics to help you persuade your fellow 
executives to come along for the ride: 

, 1. CONVEY THE STATE OF THE STATE. 

I Prior to deploying VoIP technology in 2001, 
I Curt Pederson. CIO of Oregon State University 
I and the Oregon University System, completed 



CURT PEDERSON. 
CIO or OREGON STATE 
UNIVERSITY, got executive 
buy-In to deploy VoIP. 



a "state of analysis" for the different campuses 
to determine network readiness for a move to 
VoIP. Pederson's team conducted meetings 
with data and telecommunication technical 
staff on each campus. They evaluated the state 
of their telecom equipment, WAN/LAN networ 
connectivity, network administration, firewall 
schemas and service-level agreements. The 
final written report outlined ROI targets for 
VoIP, identified potential sites for early adop- 
tion, considered organizational changes and 
examined the cost of deploying VoIP. 

The team used what they had learned in a pre- 
sentation to senior management, lobbying for 
a beta site for VoIP technology where voice sys- 
tems were old and costly. Management agreed. 
"By looking at the existing voice, telecommuni- 
cations and network platforms across our many 
campuses, we were better equipped to make an 
informed recommendation about available 
options and the total cost of the VoIP deploy- 
ment," says Pederson. 




Continued on Page 86 
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first steps Continued from Page 85 



THE ROI OF VoIP. Continued from PaRe 85 



^9 1 Increased asility. In addition 

J to cost savings. T&F Inf'orma's 
Earp found that VoIP will offer rapid 
deployment of phones in an environ- 
ment where merger and acquisition 
activity reigns supreme, faster recovery 
of telecom systems should disaster 
strike, increased employee mobility 
and unified messaging capabilities. 

"Once VoIP is established, new sites 
can be added with a switch and a few 
phones, at a fraction of the cost and 
labor of a new [private branch 
exchange] at each new site," says Earp. 
He has already put VoIP to good use for 
disaster-recovery efforts at a newly 
acquired business in London. "The 
company had their local telecom switch 
go down, and we used VoIP as a short- 
term disaster-recovery solution," he 
explains. "We installed 50 VoIP phones 
in a matter of a few hours by patching 
them into the London architecture that 
they had already in place," he says. 



^ "l Improved customer 

X J interaction. Mike Palmer, 
executive vice president of supply 
chain management and CIO at Allied 
Office Products, used VoIP to rework 
and improve customer service across 
various geographic regions. Palmer 
used the VoIP deployment to consoli- 
date one call center and seven geo- 
graphically dispersed satellite centers, 
made up of 49 customer service repre- 
sentatives, to one virtual centralized 
call center. The VoIP deployment 
enables agents to use new capabilities, 
such as online chat, which has 
increased productivity and improved 
customer service. Because the depart- 
ment is now centralized. Palmer can 
monitor a single set of key performance 
indicators rather than evaluate each 
call center individually, which allows 
him to easily track performance. 

-Carrie Mathexvs. Member Services 
Manager. CIO Executive Council 



2. TRYING IS BELIEVING. 

Mike Palmer, executive vice president of 
supply chain management and CIO at Allied 
Office Products, sent key executives to train- 
ing seminars to experience VoIP technology. 
"After the meeting, we took what the business 
leaders had learned from the vendors and put 
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MIKE PALMCR, 
CIO or ALLIED 
OFFICE PRODUCTS. 

sent key executives to 
VoIP training seminars. 



it in the context of what was going on at 
Allied," says Palmer. For example, by converg- 
ing voice and data platforms, Allied's sales 
force could be more productive on the road 
using wireless notebooks as phones. 

Similarly, during T&F Informa CTO Jonathan 
Earp's VoIP deployment in London, one of his 
managing directors questioned VoIP-related 
charges because he didn't understand what 
VoIP could offer. Earp found the director in a 
meeting room, gave him the VoIP handset and 
connected him to his office phone. That expe- 
rience helped him see the light, says Earp. 
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How do you deploy VoIP in international 
locations where bandwidth availability 
is a challenge? 



The World Bank's Global Network serves over 120 field 
offices and 30 global distance-learning centers in interna- 
tional locations where bandwidth availability is a challenge. 
Since the network was first deployed in 1995. it has grown 
to incorporate different transportation technologies— includ- 
ing Time Division Multiplexing (TDM), Time Division Multiple 
Access (TDMA) and Demand Assign Multiple Access 
(DAMA)— over a three-satellite network operated by Intelsat. 
The earlier solution for automated bandwidth distribution 
between multiple services (for example, voice, data and 
video) was frame relay. 

The three services were becoming more complex and 
expensive to maintain. For example, we run 15.000 video- 
conference sessions a year to three to 10 locations and multi- 
ple sessions at the same time. Those conferences had become 
difficult to schedule and manage, and we were looking for a 
uniform integration strategy. 

To solve this problem, in 2003 we deployed the multiservice 



IP network infrastructure for field offices and distance-learning 
centers. The newly integrated IP network has already led to 
many payoffs, including savings in satellite bandwidth, staffing 
and a much simpler network to operate. Network management 
costs are also lower; the network administrators use Simple 
Network Management Protocol to control routers. SNMP 
provides a means to monitor and control network devices and 
to manage configurations, statistics collection, performance 
and security. And the quality of service features scale easily 
because as capacity and channels are added for voice, video 
or data traffic, routers can be reprogrammed in minutes. 

We are planning to develop tools to generate reports, 
including the quality of each voice or video session. The 
ability to automatically and optimally distribute bandwidth 
between multimedia services is a dream come true. (To read 
more about The World Bank's global network, go to the online 
version of "Calling Ouagadougou" at www.cio.com/060105.) 

Le Vu. Director of Global Communications, The World Bank 
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[case study] 

A VoIP Implementation 



For University of Notre Dame CIO Gordon 
Wishon and Deputy CIO and CTO Dcwitt 
Latimer, the decision to move to VoIP and 
to outsource the technology made good 
sense. With their traditional phone con- 
tract up for renewal in January 2006, the 
pair had already started talking with exist- 
ing carrier SBC about telecom alternatives, 
which included VoIP. "We didn't have a 
problem with our existing service, but we 
are always looking to improve our offerings." 
says Wishon. Moving to VoIP offers the 
potential for unified message capability and 
improved move/add/change (MAC) function- 
ality. In an envirormient where faculty, staff 




and students are constantly moving and new 
construction is a mainstay, improvement in 
MAC services was huge. 

Once they decided to move from tradi- 
tional telecom to VoIP, they had another 
decision: run it in-house, or outsource it to 
SBC? Cost was a consideration as they 
negotiated with the vendor to ensure that 
outsourcing VoIP would not cost any more 
than the traditional phone service that the 
university was already outsourcing to SBC. 
VoIP was a prime candidate for outsourc- 
ing because it fell outside of the IT depart- 



ment's expertise. Wishon didn't look for an 

outsourcing partner. In fact, his team didn't 
seriously consider other vendors given the 
positive relationship they had built with 
SBC over 12 years. In fall 2004. Wishon 
signed a contract with SBC for a pilot 
deployment of VoIP, along with the possi- 
bility of four one-year contract extensions. 

In March 2005. SBC deployed the VoIP 
pilot on roughly 275 phones in central IT. 
By isolating the initial deployment to a sin- 
gle department, Latimer and his team were 
able to monitor problems as they arose. 
Almost all of the IT staff attended SBC's 
formal training sessions for the pilot. SBC 
trainers taught 20 hour-long courses onsite 
over a five-day period. Wishon and Latimer 
continue to monitor vendor performance 
using traditional telecom metrics to ensure 
the quality of basic voice services. In fact, 
they simply transferred the service-level 
agreement metrics from the existing telecom 
services contract into the VoIP contract. 

If the pilot is successful, broader deploy- 
ment of VoIP at the University of Notre 
Dame will continue in phases, beginning in 
2006. and will first include early adopters, 
mobile professionals requesting VoIP- 
enabled phones and academic buildings 
undergoing upgrades. New construction 
on campus will also be a prime candidate 
for deployments. Wishon and Latimer 
anticipate that user training will focus on 
how to use enhanced services, such as uni- 
fied messaging, rather than simply how to 
make a call. Looking ahead. Wishon and 
Latimer will continue to watch the changing 
needs of their customer base and adapt their 
deployment strategy accordingly. -CM. 



ON THE HORIZON 

Upcoming 
Developments 
in VoIP 

• Session border controllers: 

Enables phones to connect to enter- 
prise infrastructure, eliminates worry 
about VPN for voice connections and 
improves out-of-state deployment 

• Loop service such as ATM 
and sonnet ring: Brings Improved 
customer service and faster deploy- 
ment time for new offices 

• More packet-level costing: 

Allows companies to pay telecom 
carriers for only the bandwidth they 
use rather than pay a flat fee 

• Improved quality of service: 

Always an area for improvement; 
vendors are introducing new soft- 
ware, and third-party vendors are 
starting to compete 

• Move to Session Initiation 
Protocol (SIP) compliance: Provides 
increased flexibility and security, and 
brings VoIP to the mainstream 



ONE::LINER 



Most CIOs know they will be looking at VoIP. 



-JONATHAN EARP. CTO. T&F INFORMA 



The CIO Executive Council is a professional organization for CIOs founded by C/O's publisher. To learn more about the Council, 
visit wmv.cfoexeculivecouncil.com or contact Director o( Program Development David Lien at dlien'S'cio.com or 508935-4493. 



99 



88 



JUNE 1. 2005 I www.clo.com 




If there's one thing ClOs and CFOs can agree on, it's Fujitsu PRIMERQY® servers. 



Featunng the proven reliability 
of Intel" Xeon" processors, PRIMERGY 
blade, rack and tower servers give ClOs the 
power to drive complex, business-critical 
enterprise applications based on Linux and 
Windows* operating systems. 
PRIMERGY servers also provide 
a low total cost of ownership (TCO), 
delivering the reliability. 



PRIMERGY RX600 
Rack Server 




PRIMERGY TX300 
Tower Server 




PRIMERGY BX600 
Blade Server 




serviceability, and manageability CFOs 
demand.To help maintain high performance 
and low TCO, Fujitsu features Cool-Safe~ 
cooling technology Developed with aviation 
simulation techniques, this innovative, new 
approach to theimal management optimizes 
processor airflow to keep PRIMERGY 
servers running at peak performance in 
real-world IT environments. 



For more information on the complete line of PRIMERGY servers 
and how Fujitsu PRIMERGY servers can bring ClOs and CFOs together, visit 
us.fujitsu.com/computers/PRIMERGY or call I -800-83 1 -3 1 83. 



FUJITSU 



THE POSSIBILITIES ARE INFINITE 
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FROM THE PUBLISHER 



An Even Spl it 

Readers react to the call to repeal Sarbanes-Oxley 

In my April 1 column, I argued that Sarbanes- 
Oxlcy should be repealed for the good of American 
business. I believe this regulation is forcing com- 
panies to spend valuable, shrinking IT resources 
on compliance, rather than on the growing threat 
of global competition. 

Mail reacting to this column was evenly split 
between readers favoring a repeal versus those 
who support the legislation. 

One person said he thought the column was an 
"April l-Dol's joke." .Another suggested the Securities and Exchange Commission 
borrow that famous line President Reagan used with the Soviets— "trust, but ver- 
ify"— as its marketing slogan for Sarbanes-Oxley. A security exec wrote that while 
the regulations per se do not make an organization more competitive, "corporate 
growth over time will come from trust in the system, trust in corporate executives, 
trust in the marketplace." Several claimed the law helped to reveal unproductive 
business processes, thereby improving their companies' productivity levels. 

Those favoring repeal pointed most often to the needless waste they see it cre- 
ating. One reader wrote, "What used to take me 15 minutes now takes five hours." 
Others lamented the fact that Sarbanes-Oxley seems to reward the audit com- 
munity, a grroup who "failed to do its job properly" in the first place, as one reader 
wrote. Another wrote, "Honest companies (the other 99 percent of us) are being 
forced by Sarbanes-Oxley to give up productivity gains and to blindly incorporate 
1950s-style thinking, controls and documentation." 

An April 19 editorial in The Wall Street Journal said. "The larger issue here is :i 
balancing shareholder confidence against the risk-taking that creates jobs and | 
wealth. Time spent filling out 404 forms means less management attention to 5 

. . CD 

new opportunities. 2 

Only time will tell if Sarbanes-Oxley was a political knee-jerk reaction to the ^ 

sins of a few, or if it indeed will instill public trust and renewed investor confi- 2 

dence in American business into the 21st century global economy. i 




gbeach@cio.com 
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YOUR JOB IS TO KEEP SYSTEMS AND APPLICATIONS RUNNING. 
OUR MISSION IS TO KEEP PEOPLE AND INFORMATION CONNECTED. 

LET'S WORK TOGETHER. 



Continuous access to information no matter what. Tliat's Information 
Availability. It's what your employees, suppliers and customers 
demand every minute of every day. But to deliver it flawlessly, you 
need a massive global infrastructure, redundant systems and diverse 
networks being monitored and supported by skilled technical experts 
at secure facilities. That's exactly what SunGard provides. 

As a result, we can offer you a higher level of availability and save 
your company, on average, 25%* versus building the infrastructure 
yourself. Plus, it's a vendor neutral solution that lets you control your 
data, applications and network while giving you the flexibility to 
adjust to the changing needs of your business. But best of all, it lets 
you spend more time solving business problems and less time solving 
technical problems. 



For years, companies around the world have turned to SunGard 
to restore their systems when something went wrong. So, it's not 
surprising that they're now turning to us to mitigate risk and make 
sure they never go down in the first place. 

You want your network and systems to always be up and running. 
We want the same thing. Let's get together. To learn more, visit 
www.availability.sungard.com or call 1-800-468-7483. 



SUNGARD 

Availability Services 



Keeping People 
and Information 
Connected!" 
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August 21-23, 2005 
Hotel del Coronado 
Coronado, California 



Leadership & Innovation 
for the Bold Enterprise 



CIOIOO 

SYMPOSIUM & AWARDS CEREMONY 



Bold Executives play to win. They stake 
out new territory, foster innovation and 
embrace risk for the sake of reward. Their 
business strategy is founded on the premise 
of reinvention. They embrace change and 
expect challenge on their way to creating 
unprecedented growth and value. Join us at 
the seventh annual CIO lOO Symposium &c 
Awards to hear from innovative leaders and 
industry experts who say "Yes! I am Bold!" 



Join us. 

800.355.0246 or 
www.cio. com/conferences 



Presented b)r: 



CIO 



The Resource for 
Information Executives 



Proudly Underwritten by: 

iny, Sybase 

X cingular 
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Session Highlights 



CIO Roundtable® Discussion Groups 

Join CIO Magazine editors and fellow ClOs 
as we form small groups to discuss topics 
suggested by your CIO peers. 

Designing the Future 

Many sophisticated companies are turning to 
design schools for a new edge. Discover how 
you can become a real innovator 

Innovation in Customer Service 

Customer service is downright crucial to 
success. Award-winning ClOs talk about how 
IT deliver cutting-edge customer service at 
their organizations'. 

Building Innovation in IT 

What makes some IT organizations adept 
at innovation? Is it luck, talent and 
timing, or is it an approach that can be 
learned? ClOs share how they've made 
innovation a key part of their organizations. 

A Global Community 
Resolves R&D Problems 

Companies such as Lilly, Dow, BASF, P&G, 
Rohm and Haas and DuPont draw on the 
talents of the InnoCentive global scientific 
community. What are the lessons we can 
learn from its creation and success? 



Leadership: Great Ideas Need 
Great Execution 

Noted CIO columnist Michael Schrage argues 
that organizations fall into a trap when it 
comes to innovation by focusing too much 
energy on the beginning of the process and 
not enough on the details of execution. But 
you can avoid the trap! 

To Boldly Go... The Future 
of the Internet 

What can we do to further the boom in 
Internet innovation while managing the 
forces that will otherwise throttle it? 

Support Innovation Through 
Business Processes 

Do your business processes enable your 
organization to efficiently develop products 
and effectively manage the workflow or are 
they more apt to stifle innovation? 

A Primer on Promising Technologies 

What innovative technologies are really 
cool — and have real-world business 
applications? Savvy executives share their 
thoughts on what we'll be buying — and why. 

Balancing People and Priorities 

Our panel shares some of the tools and best 
practices leading ClOs use to foster innova- 
tion while meeting the rigorous demands for 
productivity and efficiency. 



Celebrate the 2005 CIO 100 Winners at the Gala Dinner and Awards 
Ceremony Tuesday evening! 



Join us August 21-23, 2005 

Call or visit 800.355.0246 or www.cio.com/conferences 
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YOU'VE JUST BEEN 
PROMOTED TO CIO. 



W 



What 

YOU NEED TO GET SMART FAST 



How do you get off to a smooth start? How can you establish 
credibility quickly? And how can you manage everyone's 
expectations? Turn to the CIO FOCUS'" on FUNDAMENTALS 
OF THE CIO ROLE— actionable information created, filtered 
and packaged by the award-winning editors of C/0 magazine. 

CIO FOCUS'" is delivered right to your desktop giving you 
immediate access to the information you need. And for your 
future reference needs, the electronic file is followed by a 
packaged version, shipped within 72 hours. 



OTHER CIO FOCUS™ 
TOPICS AVAILABLE: 

Workforce Management: 
Leading IT Staff in Times of 
High Stress and Low Morale 

*■ Securing Information Assets: 
Planning, Prevention and Response 

Applied Wireless: Making Wireless 
Work in Business 



CIO FOCUS 



STRATEGIC GUIDES FOR EXECUTIVE DECISION MAKING 
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for Information 
Executives 



www.TheCIOStore.com 



06.01.05 EXECUTIVE 



summaries 



7 
6 





Corning Director of Business Process 
Architecture Rick Beers believes Ora- 
cle's acquisition of PeopleSoft changes 
very little in the larger ERR picture. 

76 THEPOST- 
PEOPLESOFT 
LANDSCAPE AND THE 
FUTURE OF ERP 

PEOPLESOFT CUSTOMERS face a 
monumental decision on how to move 
forward with ERP. This article reports 
on what's likely to happen in the ERP 
market, given Oracle's plans for People- 
Soft products, and offers a framework 
to help customers consider their next 
move. The first thing to do is to begin a 
risk-based assessment of your enter- 
prise platform and where you want it 
to be in one, three and five years from 
now. Think about how much you want 
to pay, what level of innovation you 
want or if you even want it in-house at 
all. Then consider how well these goals 
map to the likely outcomes of your 
three basic options: Continue to run 
PeopleSoft with support from Oracle; 
upgrade to the Oracle Enterprise Plat- 
form; or move to third-party support 
for your PeopleSoft systems. 

By Scott Berinato 



sPEciALREPORT:TURNING IT. DOUBTERS 
INTO TRUE BELIEVERS 

48 TURNING I.T. DOUBTERS INTO TRUE BELIEVERS 

TOO MANY BUSINESS EXECUTIVES discount IT as a strategic partner and lack faith in 
its ability to deliver value. Because people act on their perceptions, a negative view of IT 
can have negative consequences for the organization. Most notably, according to new CIO 
research, companies that hold IT in low esteem miss out on opportunities for innovation 
and growth, and perpetuate inefficient spending. But CIOs can change that perception. 
By combining best practices in measurement and communication, along with alignment- 
enhancing moves. CIOs can turn adversaries into allies and doubters into true believers 
in IT'S value as a strategic partner. The CIO's success depends on it. By Stephanie Overby 

58 SEEING IS BELIEVING 

I.T. TRANSPARENCY MEANS the business knows what it's consuming from IT, and it 
knows IT'S costs. It knows what customer service it's getting and the state of projects in 
the pipeline. Everything's there, visible to every business function and unit, accessible by 
managers from the CEO to the head of building maintenance. It's also front and center for 
the whole IT staff. Who would want all that exposure? CFOs. Business unit leaders. And, 
increasingly, CIOs. Transparency liberates the CIO from having to constantly explain 
what IT is doing. It levels the playing field against competing outside providers, and it 
fosters shared accountability with business users, which in turn can lead to more prudent 
IT investments on initiatives that truly align with business goals. Finally, it lays the founda- 
tion for a solid, fact-based perception of IT. Here, we focus on three paths to transparency: 
chargeback, internal service-level agreements and the Balanced Scorccard, as implemented 
by Southern. Mines and BNSF, respectively. By Meridith Levinson and Richard Pastore 
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What if your assets had appreciating value instead of depreciating value? 

With Maximo* Enterprise Suite, you not only see the performance of all your assets across your enterprise, but also the untapped 
potential within them. So you can make every stage of every asset life cycle more valuable. And gain the information and the control 
you need to more closely align your assets with your business strategies. To learn more about our Strategic Asset and Service 
Management solutions, call 800-326-5765 or download our white paper, Maximizing the Return From Asset and Service 
Management Systems, at www.maximoenterprise.com/cio 
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CONTINUITY PROBLEMS? 

Plan now for business continuity. Manage risk across your business units and IT environments with VERITAS, a 
trusted leader in information availability. Because you can never know what's lurking down the road, veritas.com 
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